1993 DIRECT MATERIAL BUYING PLAN 
SUMMARY PAGE 


Material Code/Super Class Q3-07QA Description _ Glen _ 

Unit of Measure lb, Std. Cost $ ,625 Est. $ Purchase 10,062,500 


Est. Usage 


Vendor Name 

1 . 

Proctor & Gamble 

2. 

Henkel 

3. 

Unichema 

4. 

Mays Chemical 

5. 


6. 



8 . 


9, 


10 . 


Total 


* 1. Contract 
EXPLANATION 


16,100,000 


Est. 1992 


Units 


9,375,000 


3,800,000 


2,880,000 


500,000 


_ Est. Purch. Quantity 16,100,000 


Annual Purchases 


Proj. 1993 


Commitment (*) 


- Annual 


. - Annual 


. - Annual 


2 - Annual 


16,555,000 


2. Purchase Order 


100.0 


16,100,000 100.0 


3. Other 


198S6S TS02 


Page _1_ 

Class/Code 
Approval J? 
Prepared By 


_ of _ U 

03-070A 

-.2^ <■ y. .C 

G. L. Nixon 


Overall 

Rating 



_Date: jifu ft ;> 
"bate: 11/01/92 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 













































C-40 



PURCHASING OBJECTIVES: 


STRATEGIES TO MEET OBJECTIVES: 


FUTURE SUPPLY OUTLOOK: 


INVENTORY POLICY: 


898£6SrS0S 




objectives/strStegies/ISSUES 


o Continue to buy glycerine at a competitive advantage, 
o Reduce the quality rejects to less than 2.0%. 
o Maintain a high level of Supply Security and service, 
o Continue to increase minority expenditures. 

o Using the pricing mechanism in place with P&G, continue to maintain a 3 
cent/lb competitive advantage to the Tobacco Market. 

o Monitor the subjective testing and possible development of a new 
specification on odor. 

o Continue multiple supplier/production site sourcing, 
o Develop a long term agreement with Unichema. 


Supplies will probably continue to be snug through at least the first half 
of 1993. Weak European economies have diminished supplies, moving price 
there high enough to discourage exports to the U.S. This has been further 
complicated by the weak dollar. Production problems at Dial and Dow in 1992 
have reduced U.S. inventories. 


15 days minimum and 20 days maximum 


Page 2 _ of 12 

Class Code 03-070A 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 




Phi^Morris U.SA 
Materials Purchasing 


1993 Direct Ma teri al Buying Plan 

Five-Year Buying Plan Projection 


Material G o d e/ S u p r Class: 03-Q70A _ De scrip tion_ Glycerine USP 

Unit of Measure lbs Forecast Date November 1992 


Supplier Name 

1993 

1994 

1995 

1996 

1997 

Units 

% 

P 

Units 

% 

p 

Units 

% 

P 

Units * 

% 

p 

units 

% 

P 

P&G 

11,000,000 

68.3 

y 

11,000,000 

65.9 

y 

11,000,000 

65.5 

y 

10,000,000 

5&8 

B 

10,000,000 

58.1 

y 

Henkel 

2,250,000 

14.0 

n 


6.0 

n 

0 

0.0 

n 

0 

0.0 

& 

0 

0.0 

n 

Unichema 

2,250,000 

14.0 

n 

4,000,000 

24.0 

a 

5,000,000 

29.8 

V 

6,000,000 

35.3 

y 

6,200,000 

36.0 

B 

Mays 

600,000 

3.7 

n 

700,000 

ma 

n 

800,000 

4.8 

n 

1,000,000 

5.9 

n 

1,000,000 

5.8 

fi 












































HI 

1 


i 













HU 

1 


HI 

1 















■ 

1 












| 

■ 



r 


16,100,000 

100.0 


16,700,000 

100.0 


16,800,000 

10Q.0 


17,000,000 

100.0 


17,200,000 

ioao 

_ 


ISSUES: This plan is based on the following assumptions; 

1. We are able to redefine to odor specification so that odor quality is no longer an issue. 

2. The Unilever Board has approved a plan for Unichema to build a seoondU.S. refinery 45,000,000 lbs, nearly 
triple their current capacity. If they don't follow through on those plans, Henkei would be 

the stronger candidate. 


698862 fSOS 


3. R&D is seriously looking for several alternate humectants for the primary purpose of oost reductions: 
(Isosweet, PG, HiSTAR). The volumes above are based on current formula ratios; 

Note: PM USA should oontinue to pursue a pos s i bl e synergistic fit with PME. 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 
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WEIGHT 


25 A. 





SUPPLIER 


USING LOCATION 


COST FACTORS 
1. DELIVERED COST/# 


2. VOLUME INCENTIVES 


15 3. COST SAVINGS PROVIDED 


30 4. PRICE LEADERSHIP 


TOTAL COST RATING 


B. QUALITY FACTORS 

-1 1. % REJECTS * 

60 


40 2. QUALITY CONTROL 


3. PROCESSABILITY/ 
MACH INABILITY 


TOTAL QUALITY RATING 


C. TOTAL SERVICE RATING 


D. TOTAL SECURITY RATING 
(SEE PAGE(S) 4 ) 


OVERALL RATING 


SUPPLIER EVALUATION 


Proctor & Gamble 


Richmond, L/V, C/C 


$.5213/lb 



(12 of 196) 





Unichema 

Henkel 

Richmond, L/V, C/C 

Richmond, L/V, C/C 

$.5525/lb 

$.5525/lb 

3 

3 

4 

4 

3 

3 

3 

4 

3.15 

3.45 

22.6% 

5.7% 

(12 of 53) 2 

(5 of 87) 3 

3 

3 

N/A 

N/A 

2.40 

3.00 

3.50 

3.00 

3.38 

3.46 

3.10 

3.25 

Page 

4 of 12 


Class/Code 

Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 


03-070A 






























































C-43 


SECURITY iKALUATION 


WEIGHT 


SUPPLIER 


D. SECURITY 

15 1. RAW MATERIALS 


2. CAPACITY 


3. FLEXIBILITY 


4. SUPPLIER INVENTORY 


5. PLANTS & LOCATIONS 


6. LABOR 

a. UNION 

b. CONTRACT 
EXPIRATION DATE 


Proctor & Gamble 


Tallow 

Vegetable Oil 

Crude Glycerine 4 

(220M lbs. Nameplate) 
160 M lbs. 5 


6 M lbs. 
6 weeks 


Unichema 


Tallow 

Vegetable Oil 
Crude Glycerine 

25 (U.S.) 

221 M lbs.(World) 


2.5 M lbs. 
4 weeks 


Balt. Md.,Cincinnati,OH Hammond, Ind. 

4 


Independent Oil & 


10/95 


Teamsters Local 


Chemical Workers 0 7336 


11/95 


Henkel 


Tallow 

Vegetable Oil 
Crude Glycerine 

60 M_ 

300 M lbs. (World) 


2-4 weeks 


Cincinnati, OH 


Steelworkers 



c. SITUATION 


Stable 


Stable 


Stable 


d. SCORE 

5 7. ENERGY 

5 8. EPA COMPLIANCE 

10 9. FINANCIAL 

STRENGTH (SEE PAGE(S) 5-7) 

5 10. CORPORATE MANAGEMENT 

STRENGTH 

10 11. CORPORATE MANAGEMENT 

COMMITMENT 


#6 Oil/Coal 


3 I Nat.Gas/#6 Oil 3 ICoal,Nat.Gas,Propane 3 


100% TOTAL SECURITY RATING 


T£8£66 rsos 


Page 5 _ of _ 12 

Class/Code _ 03-070A 

Source: https://www.industrydocuments.ucsf.edu/docs/skxl0000 



C-44 


FINANCIAL ANAIflKCS WORK S H EE T 

(MILLIONS OF DOLLARS; ALL DATA AS OF JtnV30, 1991 UNLESS OTHERWISE INDICATED.) 


VENDOR: Proctor & Gamble 

1992 

1991 

1990 

CURRENT RATIO: 

1. Enter Current Assets 


8,435 

7,644 

2. Enter Current Liabilities 


6,733 

5,417 

3. Current Ratio (Line 1/Line 2) 


1.25 

1.41 


DEBT TO ASSETS RATIO: 


1. Enter Total Debt 


12,732 

10,969 

2. Enter Total Assets 


20,468 

18,487 

3. Debt To Assets Ratio (Line 1/Line 2) 


.62 

.59 


PROFIT MARGIN ON SALES: 


1. Enter Net Income 


1,773 

1,602 

2. Enter Sales 


27,026 

24,081 

3. Profit Margin On Sales (Line 1/Line 2) 


6.6% 

6.7% 


RETURN ON TOTAL ASSETS: 


1. Enter Net Income 


1,773 

1,602 

2. Enter Total Assets 


20,468 

18,487 

3. Return On Total Assets (Line 1/Line 2) 


8.7% 

8.7% 


EARNINGS PER SHARE: 


4.62 


4.27 


CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. Page 6 _ of 12 

Class Code 03-070A 


8£8SmS08 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 













































/r c; 


FINANCIAL ANALMS WORKSHEET 


(MILLIONS OF DOLLARS; ALL DATA AS OF 


AL* 


0, 1991 UNLESS OTHEHMISE INDICATED.) 


VENDOR: Proctor & Gamble 

1989 

1988 

1987 

CURRENT RATIO: 

1. Enter Current Assets 

6,578 

5,598 

4,981 

2. Enter Current Liabilities 

4,656 

4,224 

3,458 

3. Current Ratio (Line 1/Line 2) 

1.41 

1.33 

1.44 


DEBT TO ASSETS RATIO: 


1. Enter Total Debt 

10,136 

8,483 

7,725 

2. Enter Total Assets 

16,351 

14,820 

13,715 

3- Debt To Assets Ratio (Line 1/Line 2) 

.62 

.57 

.56 


i PROFIT MARGIN ON SALES: 

I 


1. Enter Net Income 

1,206 

1,020 

327 

2. Enter Sales 

21,398 

19,336 

17,000 

3. Profit Margin On Sales (Line 1/Line 2) 

5.6% 

5.3% 

1.9% 


RETURN ON TOTAL ASSETS: 


1. Enter Net Income 

1,206 

1,020 

327 

2. Enter Total Assets 

16,351 

14,820 

13,715 

3. Return On Total Assets (Line 1/Line 2) 

7.4% 

6.9% 

2.4% 


EARNINGS PER SHARE: 


3.47. 


5.96 


*1.87 


CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. 
♦Includes a $2.72/share charge for restructuring. nor*'? rof\>y 


Page _7_ 

Class Code 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 


of_12 

03-070A 





























C-46 



FINANCIAL ANALTMfiS WORKSHEET 


(MILLIONS OF DOLLARS; ALL DATA AS OF DEi 


:ceiSr 


31, 1991 UNLESS 



INDICATED.) 



1991 

1990 


13,834 

13,654 

10,530 

10,418 

1.31 

1.31 



18,872 

19,191 

25,394 

24,737 

.74 

.78 


VENDOR: Unilever 


CURRENT RATIO 


1. Enter Current Assets 


2. Enter Current Liabilities 


3. Current Ratio (Line 1/Line 2) 


DEBT TO ASSETS RATIO 


1. Enter Total Debt 


2. Enter Total Assets 


3. Debt To Assets Ratio (Line 1/Line 2) 


PROFIT MARGIN ON SALES 


1. Enter Net Income 


2. Enter Sales 


3. Profit Margin On Sales (Line 1/Line 2) 


RETURN ON TOTAL ASSETS 


1. Enter Net Income 


2. Enter Total Assets 


3. Return On Total Assets (Line 1/Line 2) 


EARNINGS PER SHARE: 


CONFIDENTIAL. .Not to be removed from Philip Morris Materials Purchasing Department. Page 8 _ of_ 12 

Class Code 03-Q70A 

U886SIS0S 



2,030 

2,081 

40,767 

39,620 

5.0% 

5.3% 



2,030 

2,081 

25,394 

24,737 

8.0% 

8.4% 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 














































C-47 


FINANCIAL AN ALIKS WORKSHEET 


(MILLIONS OF DOLLARS; ALL DATA AS OF DE 


ALjjKS 

ce^Rr 


31, 1991 UNLESS OTHERWISE INDICATED.) 


VENDOR: Unilever 

1989 

1988 

1987 


CURRENT RATIO 


1. Enter Current Assets 

11,539 

11,951 

11,060 

2. Enter Current Liabilities 

9,388 

8,381 

7,142 

3. Current Ratio (Line 1/Line 2) 

1.23 

1.43 

1.55 


DEBT TO ASSETS RATIO 


1. Enter Total Debt 

16,217 

14,092 

13,002 

2. Enter Total Assets 

20,618 

19,909 

18,699 

3. Debt To Assets Ratio (Line 1/Line 2) 

.79 

.71 

.70 


PROFIT MARGIN ON SALES 


1. Enter Net Income 

1,722 

1,584 

1,483 

2. Enter Sales 

33,444 

30,980 

30,948 

3. Profit Margin On Sales (Line 1/Line 2) 

5.1% 

5.1% 

4.8% 


RETURN ON TOTAL ASSETS 


1. Enter Net Income 

1,782 

1,584 

1,483 

2. Enter Total Assets 

20,618 

19,909 

18,699 

3. Return On Total Assets (Line 1/Line 2) 

8.6% 

<#> 

O 

00 

7.9% 


EARNINGS PER SHARE: 


CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. Page _ 9 of 12 

Class Code 03-070A 


S48S6S [SOS 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 



























































C-48 


FINANCIAL ANAL3HIS WORK SHEET 


(MILLIONS OF DOLLARS; ALL DATA AS OF DE< 


iceHr 


31, 1991 UNLESS OTHERWISE INDICATED.) 


VENDOR: Henkel 

1992 

1991 

1990 

CURRENT RATIO: 

1- Enter Current Assets 


5,078 

4,634 

2. Enter Current Liabilities 


4,022 

3,622 

3. Current Ratio (Line 1/Line 2) 


1.26 

1.28 


DEBT TO ASSETS RATIO: 


1. Enter Total Debt 


6,056 

5,401 

2. Enter Total Assets 


9,914 

9,163 

3. Debt To Assets Ratio (Line 1/Line 2) 


.61 

.59 


PROFIT MARGIN ON SALES: 


1, Enter Net Income 


445 

429 

2. Enter Sales 


12,905 

12,017 

3, Profit Margin On Sales (Line 1/Line 2) 


3.4% 

3.6% 


RETURN ON TOTAL ASSETS: 


1. Enter Net Income 


445 

429 

2. Enter Total Assets 


9,914 

9,163 

3. Return On Total Assets (Line 1/Line 2) 


4.5% 

4.7% 


EARNINGS PER SHARE: 


n/a 


n/a 


CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. Page 10 of 12 

Class Code _03-070A 


9£8£6S fSOS 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 





























FINANCIAL ANAL^KS WORKSHEET 


(MILLIONS OF DOLLARS; ALL DATA AS OF DEi 


&L3KS 


31, 1991 UNLESS 



INDICATED-) 


DEBT TO ASSETS RATIO: 


9 PROFIT MARGIN ON SALES 


1. Enter Net Income 


2. Enter Sales 


3. Profit Margin On Sales (Line 1/Line 2) 


RETURN ON TOTAL ASSETS 



VENDOR: Henkel 

1989 

1988 

1987 

CURRENT RATIO: 

1. Enter Current Assets 

4,294 

4,097 

3,665 

2. Enter Current Liabilities 

3,662 

2,962 

2,573 

3. Current Ratio (Line 1/Line 2) 

1.17 

1.38 

1.42 


1. Enter Total Debt 

5,320 

4,712 

4,232 

2. Enter Total Assets 

8,540 

7,442 

6,779 

3. Debt To Assets Ratio (Line 1/Line 2) 

.62 

.63 

.62 


404 

352 

292 

11,639 

10,252 

9,256 

3.5% 

3.4% 

3.2% 


1. Enter Net Income 

404 

352 

292 

2. Enter Total Assets 

8,540 

7,442 

6,779 

3. Return On Total Assets (Line 1/Line 2) 

4.7% 

4.7% 

4.3% 


EARNINGS PER SHARE: 


CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. 

££8£6StS0S 


Page 11 
Class Code 


o f 12 
03-070A 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 





















































C-50 



88 - 92 BUYING HISTORY AND 1993 BUYING PLAN 


TOTAL QUANTITY 


Proctor & Gamble 


1988 


14.92 M 



1989 

1990 

1991 

1992 (E) 

15.40 M 

16.66 M 

16.80 M 

16.56 M 

% 

% 

% 

% 

49.0 

54.0 

54.5 

56.6 

17.2 

17.0 

17.9 

23.0 

16.6 

19.0 

20.8 

* 17.4 

0 

0 

1.8 

3.0 

10.8 

7.0 

! 

0 

0 

6.4 

3.0 

0 

0 


te: Reduction in the 1993 forecast reflects a formula change in RCB and RL Class/Code 

1st QTR 1993 

818£6SfS0S 

Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 


1993 (P) 


16.10 M 














of _12. 

03-070A 





























































C—51 


vrl^a 


1993 DIRECT MATfflEAL BUYING PLAN 
SUMMARY PAGE 



Material Code/Super Class 03-100A Description Casing 70 _ 

Unit of Measure lb. Std. Cost $ .48 _ Est. $ Purchase _ 7,680,000 

Est. Usage _ 16,000,000 _ Est. Purch. Quantity 16,000,000 _ 


Vendor Name 

Annual Purchases 

Est. 1992 Proj. 1993 

Commitment (*) 

Overall 

Rating 

Units 

% 

Units 

% 

1. Arco 

11,480,000 

70.0 

12,400,000 

77.5 

1-3 Year 

4.22 

2. Olin 

1,902,400 

11.6 

2,000,000 

12.5 

1 - Annual 

3.26 

3. Eastman 

1,607,200 

7.0 

0 

0 

1 - Annual 

3.14 

4. Burden 

1,410,400 

8.6 

1,600,000 

10.0 

1-3 Year 

n/a 

5. 







6. 







7. 







8. 





i 


9. 







10. 



*• 




Total 

16,400,000 

100.0 

16,000,000 

100.0 




* 1. Contract 2. Purchase Order 3. Other _ 

EXPLANATION 

Page _1_ of _ 12 

Class/Code 03-100A 

Approval fi f D ate: &l±h± 

J-SOS Prepared By *^G. L. Nixon D ate: 10/15/92 


Source: https://www.industrydocuments.ucsf.edu/docs/skxl0000 




C-52 


IT^EC 


objectives/st^Hegies/issues 


PURCHASING OBJECTIVES: 


1) Improve long term security. 

2) Reduce costs while maintaining suppliers margin. 

3) Strengthen the PM Companies/Arco Supplier Alliance worldwide. 

4) Maintain a significant volume of minority purchases. 


PURCHASING STRATEGIES: 


1) We entered into a 3 year agreement with Arco beginning 1992 with a volume 
rebate of 2.5 cents/lb equaling $350 M for 1993. Arco has set up a 
terminal in Richmond and Charlotte to optimize the supply chain. Olin 
will be a niche supplier for L/V at a cost of 3 cents/lb below market, 
and brings some added measure of security by having a back up PG unit to 
Arco. Cost savings for 1993 are $410 M already included in standard 
costs. 

2) We continue to grow the business between PME and Arco Europe. We are 
currently taking steps to set up Arco as the primary supplier to PM 
affiliates in all of Latin America. 

3) Continue to encourage Arco to build a second PG unit in the US. 


FUTURE SUPPLY OUTLOOK : Supplies will be adequate next year with capacity utilization to 85%. Demand 

will increase with the economy. A severe winter could cause temporary 
tightness in the de-icer market. 


INVENTORY POLICY: 


15 - 20 days. 


Page _2_ of _12^ 

Class Code 03-100A 


0S8S6S tSOS 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 





Phi^^Ulorris U.S.A. 

Materials Purchasing 

1993 Direct Material Buying. Pfarr 

Five-Year Buying Plan Projection 


Material Code/Super Class 
Unit of Measure 


03-10QA 


tbs 


Description 
Forecast Date 


Propytene GlyoolUSP 


November 1992 


Supplier Name 

1993 

1994 

1996 

1996 

1997 

Units 

% 

p 

Units 

% 


Units 

% 

p 

Units 

% 

P 

Units 

% 

p 

Arco 

12,400,000 

J5J@[ 

B 

13,000,000 

7&3 

B 

13,000,000 

78.3 

y 

13,000,000 

77.4 

y 

13,200,000 

77.6 

Y 

□Tin 

2,000,000 


B 

2,000,000 

12.0 

Y 

2,000,000 

12.0 

B 

2,000,000 

11.9 

B 


11.8 

B 

Eastman 

0 

By 

G 

0 


n 

0 

0.0 

G 

0 



0 


3 

Burden 

1,600,000 

10.0 

G 


KOI 

G 

1,600,000 


n 

1,800,000 


G 

1,800,000 

mm 

C 









n 

._ i 
















| 

■ 




















_ 










i 











■ 

1 

■—---- 














_ 

r 

_ 
















■ 



1 

16,600,000 

100.0 

a 

16,800,000 

100.0 


17,000,000 

100.0 

1 


ISSUES: 1. Arco only has one PG unit in the US. They have sufficient inventory in the pipeline to oover 

a disruption while awaiting product i mported from France. They plan to build a second unit. 


2. Olin’s plant is located 30 miles from L/V. They have a longterm contract with Arco for P.O. with 
Dow as a backup. 

3. PM’s current contract with Arco ends 12/94. 

4. Texaco building a PO/MTBE plant. 


T 88 S 62 fSOS 


5. Arco extends PM pricing to KGF. 

6. R&D projects could drastically alter PM consumption. 

Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 
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C-54 


SUPPLIER EVALUATION 



SUPPLIER 

Arco 

Olin 

Eastman 

WEIGHT 

USING LOCATION 

R, L/V, C/C 

R, L/V, C/C 

R, L/V, 

c/c 


20 

A. 

COST FACTORS 

1. DELIVERED COST/# 

$.47/lb. 


$.47/lb. 


$.50/lb. 




30 

4 

4 


3 


20 

2 . VOLUME INCENTIVES 

4 

3 

3 


20 

3. COST SAVINGS PROVIDED 

5 

3 

3 


30 

4. PRICE LEADERSHIP 

5 

3 

3 


TOTAL COST RATING 

4.50 

3.30 

3.00 

20 

B. 

QUALITY FACTORS 

1. % REJECTS 









50 

(2 of 240) 

3 

(0 of 38) 

4 

(0 of 32) 


4 


50 

2 . QUALITY CONTROL 

4 

3 

3 


0 

3. PROCESSABILITY/ 
MACHINABILITY 

N/A 

N/A 

N/A 


TOTAL QUALITY RATING 

3.50 

3.50 

3.50 

20 

C. 

TOTAL SERVICE RATING 

5.00 

3.50 

3.00 

40 

D. 

TOTAL SECURITY RATING 
(SEE PAGE(S) ) 

4.05 

3.00 

3.10 

100% 

OVERALL RATING 

4.22 

3.26 

3.14 


6S8C6SCS0S 


Page 4 _ of _12 

Class/Code _03-100A 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 































SECURITY EVALUATION 



E88E6S [SOS Cla SS /Code -Od^lOOft 

Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 



FINANCIAL ANALYSIS WORKSHEET 

(MILLIONS OF DOLLARS; ALL DATA AS OF DECEnAr 31, 1991 UNLESS OTHERWISE INDICATED.) 


VENDOR: Arco 


CURRENT RATIO 


1 . 

Enter 

Current 

Assets 

2. 

Enter 

Current 

Liabilities 

3. 

Current Ratio 

(Line 1/Line 2) 



1991 

1990* 


1,124 

1,406 

533 

541 

2.11 

2.60 




DEBT TO ASSETS RATIO 


1. Enter Total Debt 


2. Enter Total Assets 


3. Debt To Assets Ratio (Line 1/Line 2) 


PROFIT MARGIN ON SALES 


1- Enter Net Income 


2. Enter Sales 


3. Profit Margin On Sales (Line 1/Line 2) 


RETURN ON TOTAL ASSETS 


1- Enter Net Income 


2. Enter Total Assets 


3. Return On Total Assets (Line 1/Line 2) 


EARNINGS PER SHARE: f? 8 8 8 6 I SOS |_|_ 1.96 

CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. 

*1990 incorporated the loss of $210 M due to the Channelview explosion. Also 
incorporated were the French plant, Channelview expansions, and U.S. polyol business. 


1,696 

1,981 

3,676 

3,739 

.46 

.53 


188 

351 

2,937 

2,830 

6.4% 

12.4% 



188 

351 

3,676 

3,739 

5.1% 

9.4% 


Page _6_ 

Class Code 


of_12 

02-100A 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 













































C-57 


FINANCIAL ANALYSIS WORKSHEET 

(MILLIONS OF DOLLARS; ALL DATA AS OF DECEIVE? 31, 1991 UNLESS OTHERWISE INDICATED.) 


VENDOR: Arco 

1989 

1988 

1987 


CURRENT RATIO 


1- Enter Current Assets 

852 

1,170 

1,291 

2. Enter Current Liabilities 

414 

637 

976 

3. Current Ratio (Line 1/Line 2) 

2.06 

1.84 

1.32 


DEBT TO ASSETS RATIO 


1. Enter Total Debt 

1,064 

1,173 

1,418 

2. Enter Total Assets 

2,655 

2,548 

2,534 

3. Debt To Assets Ratio (Line 1/Line 2) 

.40 

.46 

.56 


PROFIT MARGIN ON SALES 


1. Enter Net Income 

405 

494 

257 

2. Enter Sales 

2,663 

2,700 

1,952 

3. Profit Margin On Sales (Line 1/Line 2) 

15% 

18% 

13% 


RETURN ON TOTAL ASSETS 


i. 

Enter Net Income 

405 

494 

257 

2. 

Enter Total Assets 

2,655 

2,548 

2,534 

3. 

Return On Total Assets (Line 1/Line 2) 

15% 

19% 

10% 


EARNINGS PER SHARE: 


CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. Pi 

c: 

S88E6S fSOS 

Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 
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C-58 


FINANCIAL ANALYSIS WORKSHEET 

(MILLIONS OF DOLLARS; ALL DATA AS OF DECE^jR 31, 1991 UNLESS OTHERWISE INDICATED.) 


VENDOR: Olin 


CURRENT RATIO 


1 . 

Enter 

Current 

Assets 

2. 

Enter 

Current 

Liabilities 

3. 

Current Ratio 

(Line 1/Line 2) 



1991 

1990 


768 

734 

683 

522 

1.12 

1.41 


1,346 

1,151 

2,012 

1,866 

.67 

.62 


(13) 

84 

2,275 

2,592 

(0.6%) 

3.2% 


DEBT TO ASSETS RATIO 


1. Enter Total Debt 


2. Enter Total Assets 


3. Debt To Assets Ratio (Line 1/Line 2) 


PROFIT MARGIN ON SALES 


1. Enter Net Income 


2. Enter Sales 


3. Profit Margin On Sales (Line 1/Line 2) 


RETURN ON TOTAL ASSETS 


1. Enter Net Income 


2. Enter Total Assets 


3. Return On Total Assets (Line 1/Line 2) 


EARNINGS PER SHARE: 


CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. Page _ 8 of_12 

Class Code 03-100A 

98S862fS0S 


(13) 

84 

2,012 

1,866 

(0.6%) 

4.5% 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 











































C-59 


FINANCIAL ANALYSIS WORKSHEET 


VENDOR: Olin 

1989 

1988 

1987 

CURRENT RATIO: 

1. Enter Current Assets 

790 

801 

680 

2. Enter Current Liabilities 

585 

617 

404 

3. Current Ratio (Line 1/Line 2) 

1.35 

1.30 

1.68 


DEBT TO ASSETS RATIO: 


1. Enter Total Debt 

1,239 

1,257 

985 

2. Enter Total Assets 

1,904 

1,940 

1,685 

3. Debt To Assets Ratio (Line 1/Line 2) 

.65 

.65 

.58 


PROFIT MARGIN ON SALES: 


1. Enter Net Income 

124 

98 

78 

2. Enter Sales 

2,509 

2,308 

1,930 

3. Profit Margin On Sales (Line 1/Line 2) 

4.9% 

4.2% 

4.0% 


RETURN ON TOTAL ASSETS: 


1. Enter Net Income 

124 

98 

78 

2. Enter Total Assets 

1,904 

1,940 

1,685 

3. Return On Total Assets (Line 1/Line 2) 

6.5% 

5.1% 

4.6% 


EARNINGS PER SHARE: 


C 


85 


4.59 


3.32 


CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. Page _ 9 of 12 

Class Code 03-100A 

ms6srsos 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 





C-60 


FINANCIAL ANALYSIS WORKSHEET 

(MILLIONS OF DOLLARS; ALL DATA AS OF DECElAR 31, 1991 UNLESS OTHERWISE INDICATED.) 


VENDOR: Eastman 

1993 

1992 

1991 


CURRENT RATIO 


1 . 

Enter Current 

Assets 

2. 

Enter Current 

Liabilities 

3. 

Current Ratio 

(Line 1/Line 2) 



8,258 


6,899 


1.20 


DEBT TO ASSETS RATIO 


1. Enter Total Debt 


2. Enter Total Assets 


3. Debt To Assets Ratio (Line l/Line 2) 


PROFIT MARGIN ON SALES 


1. Enter Net Income 


2. Enter Sales 


3. Profit Margin On Sales (Line 1/Line 2) 


RETURN ON TOTAL ASSETS 


1. Enter Net Income 


2. Enter Total Assets 


3. Return On Total Assets (Line 1/Line 2) 


EARNINGS PER SHARE: 



18,066 


24,170 


0.75 



*17 


19,419 



*17 


24,170 


CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. P 

C 

888S6SFS0S 

Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 
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C—61 


FINANCIAL ANALYSIS WORKSHEET 

(MILLIONS OF DOLLARS; ALL DATA AS OF DECEJ^Bt 31, 1991 UNLESS OTHERWISE INDICATED.) 


VENDOR: Eastman 

1990 

1989 

1988 


CURRENT RATIO 


1. Enter Current Assets 

8,608 

8,591 

8,684 

2. Enter Current Liabilities 

7,163 

6,573 

5,850 

3. Current Ratio (Line 1/Line 2) 

1.20 

1.31 

1.48 


DEBT TO ASSETS RATIO 


1. Enter Total Debt 

17,388 

17,010 

16,184 

2. Enter Total Assets 

24,125 

23,652 

22,964 

3. Debt To Assets Ratio (Line 1/Line 2) 

0.72 

.72 

.70 


PROFIT MARGIN ON SALES 


1. Enter Net Income 


2. Enter Sales 


3. Profit Margin On Sales (Line 1/Line 2) 


703 

529 

1,397 

18,908 

18,398 

17,034 

3.7% 

2.8% 

8.2% 


RETURN ON TOTAL ASSETS: 


1. Enter Net Income 

703 

529 

1,397 

2. Enter Total Assets 

24,125 

23,652 

22,964 

3. Return On Total Assets (Line 1/Line 2) 

2.9% 

2.2% 

6.1% 


EARNINGS PER SHARE: 



CONFIDENTIAL. .Not to be removed from Philip Morris Materials Purchasing Department. Page 11 of 12 

Class Code Q3-100A 


688862 [SOS 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 



























































C-62 



1988 - 92 BUYING HISTORY AND 1993 BUYING PLAN 



1988 

1989 

1990 

1991 

1992 (E) 

1993 (P) 

TOTAL QUANTITY 

14.24 M 

14.80 M 

16.51 M 

16.67 M 

16.4 M 

16.0 H 

SUPPLIER 

% 

% 

% 

% 

% 

% 

Arco 

51.3 

50.0 

51.1 

60.0 

70.0 

77.5 

Eastman 

20.1 

18.0 

15.0 

7.0 

9.8 

0 

Olin 

18.7 

21.7 

26.0 

25.0 

11.6 

12.5 

Burden 

3.9 

4.3 

6.6 

8.0 

8.6 

10.5 

Devon 

5.8 

6.0 

1.4 

0 

0 

0 

Mays 

0 

0 

0 

0 

0 

0 
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Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 































































C-63 


1993 DIRECT MATERIAL BUYING PLAN 
SUMMARY PAGE 


Material Code/Super Class 03-220A Description Sagno _ 

Unit of Measure kg Std. Cost $ 19.88 _ Est. $ Purchase 1,888,600 

Est. Usage _ 95,000 _ Est. Purch. Quantity _ 95,000 _ 


Vendor Name 

Annual Purchases 

Est. 1992 Proj. 1993 

Commitment (*) 

Overall 

Rating 

Units 

% 

Units 

% 

1. Haarmann & Reimer 

105,600 

85.8 

80,750 

85.0 

2 - Annual 

3.75 

2. Takasago 

17,450 

14.2 

14,250 

15.0* 



3. 







4. 







5. 







6. 







7. 







8. 







9. 







10. 







Total 

123,050 

100.0 

95,000 

100.0 




* 1. Contract 2. Purchase Order 3. Other 


EXPLANATION 


* Takasago percentage assumes competitive pricing. 


T68C6SfS0S 


Page 


of 


Class/Code 03-220A 

Approval 

Prepared U_ J. H. Griffin Jr 


Date: /j// $'/9 ? 

Date: H/12/92 " 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 







C-64 


OBJECTIVES/STRATEGIES/ISSUES 


OBJECTIVE: TO REDUCE MATERIAL COSTS WITH NO CORRESPONDING DECREASE IN QUALITY, SERVICE, OR SECURITY. 

PROJECTED 1992 SAVINGS: $ _ 126.065 _ 

STRATEGIES: TIMETABLE 


Negotiated price reductions from both Haarmann & Reimer and Takasago for 1993. Excess supply and 1993 Calendar 

market share gains by Indian and Chinese Menthol have forced synthetic suppliers to be more flexible Year 

in pricing. Savings Based on Concessions To Date: 


H&R Takasago 


1. 

1993 Volume 

80,750 kg 

14,250 kg 

2. 

1993 Price 

$18.52/kg 

$18.74/kg 

3. 

1993 Standard 

$19.88/kg 

$19.88/kg 

4. 

Savings vs Standard 

$109,820 

$16,245 


Total 

$126,065 



OTHER ISSUES: 

Continue to negotiate volume sensitive pricing. Both H&R and Takasago reduced prices for additional 
volumes in 1992. 


S6886£j:S0£ 


Page 2 of 9 

Class Code _03-220A_ 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 





Philip ll^ris U.SA. 
Materials Purchasing 


1993 Direct Material Buying Plan 

Five-Year Buying Plan Projection 

Material Coda/Super Clas s Q3-22QA 
Unit of Measure kg._ 


Description Segno _ 

Forecast Date November, 1982 


Supplier Name 

1993 

1994 

1995 

1996 

1997 

Units 

% 


Units 

% 

P 

Units 

% 

& 

Units 

% 

p 

Units 

% 

5! 

Haarmam & Reimer 

80,750 

85.0 

s 

74,800 

85.0 

n 

133,500 

75-0 

n 

112,700 

70.0 

n 

105,700 

70.0 

Bi 

Takasago 

14,250 

15.0 

& 

13,200 

15-0 

n 

44,500 

25.0 

n 

48,300 

30.0 

n 

45,300 

30-0 

E 
















1 
















|i 
















1 












■MB 

■ 



II 



























































j 







95,000 

100.0 


88,000 

ioao 

Lj 

178,000 

100.0 

. 1 

161,000 

100-0 


151,000 

100-0 



ISSUES: 

As Bagno is phased-out, Sagno purchases as a per c e n t of total menthol purchases increese 
- 1993: 46%, 1994: 81%, 1995: 90%, 1996: 80%, 1'997: 79% 

Total Sagno purchases each year will depend on price relationship with Cagno, beginning 1995. 


86886SIS0S 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 
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aa 


SUPPLIER EVALUATION 



SUPPLIER 

Haarmann & Reiraer 

Takasago 

; 


WEIGHT 

USING LOCATION 

Rich, Lvl & Cab 

Richmond 


30 

A. 

COST FACTORS 






1. FOB SHIP PT. COST KG. 

$19.09/$17.64 3 

$19.51/$17.64 3 



50 


(volume-sensitive) 

(volume-sensitive) 




2. VOLUME INCENTIVES 

4 

4 



10 







3. COST SAVINGS PROVIDED 

2 

2 



10 







4. PRICE LEADERSHIP 

4 

3 



30 






TOTAL COST RATING 

3.3 

3.0 


35 

B. 

QUALITY FACTORS 






1. % REJECTS 

0.0% 5 

0.0% 5 



50 







2. QUALITY CONTROL 

4 

3 



30 







3. PROCESSABILITY/ 





20 

MACHINABILITY 

3 

3 



TOTAL QUALITY RATING 

4.3 

4.0 


10 

C. 

TOTAL SERVICE RATING 

3.0 

3.0 


25 

D. 

TOTAL SECURITY RATING 






(SEE PAGE(S) 5 ) 







3.8 

3.35 


100% 

OVERALL RATING 

3.75 

3.44 



Page _4_ of _9 

Class/Code _ 03-220A 


f68C6SISOS 

Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 













































WEIGHT 






SUPPLIER 

D. 

1 . 

SECURITY 

RAW MATERIALS 

2. 

CAPACITY 

3. 

FLEXIBILITY 

4. 

SUPPLIER INVENTORY 

5. 

PLANTS & LOCATIONS 

6. 

LABOR 

a. UNION 


b. CONTRACT 

EXPIRATION DATE 


c. SITUATION 


d. SCORE 


. ENERGY 


8. EPA COMPLIANCE 


9. FINANCIAL 

STRENGTH (SEE PAGE(S)6-8 ) 


10 | 10. CORPORATE MANAGEMENT 

STRENGTH 


15 I 11. CORPORATE MANAGEMENT 
COMMITMENT 


100% TOTAL SECURITY RATING 




SECURITY-EVALUATION 


Haarxnann & Reimer 


n cresol in Germany 
primary raw materials 
obtained from parent, 
Bayer AG 4 


1,000 MT USA (8.8%) 

400 MT Germany 5 


Takasago 


myrcene - turpentine 
derivatives under 
annual contract with 
primarily US suppliers 4 



1,200 MT/year 
( 0 . 8 %) 



2 months 


Bushy Park, S.C. 


Holtzminden, Germany 5 I Whse in Norwood, NJ 4 


Japan Federation of 
Synthetic Chemistry 
Workers 

Annual Contract 
Renewal 

Renewal is Obligatory 

3 



3 months in stock 


Shizuoka, Japan 



Elec,steam from Mobay 3 | Heavy Oil 



rage _r 

Class/Code 


or _ 9 

03-220A 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 













































C-68 


FINANCIAL ANALYSIS WORKSHEET 

(MILLIONS OF DOLLARS; ALL DATA AS OF DECEMBER 31, 1991 UNLESS OTHERWISE INDICATED.) 


SUPPLIER: HAARMANN & REIMER * 

1991 

1990 

1989 

CURRENT RATIO: 

1. Enter Current Assets 

2,547.4 

2,493.8 

2,310.0 

2. Enter Current Liabilities 

1,262.8 

1,370.7 

1,034.0 

3. Current Ratio (Line 1/Line 2) 

2.0 

1.8 

2.2 


DEBT TO ASSETS RATIO: 


1. Enter Total Debt 

2,943.4 

2,975.3 

2,654.6 

2. Enter Total Assets 

5,110.5 

5,035.7 

4,562.1 

3. Debt to Assets Ratio (Line 1/Line 2) 

.58 

.59 

.58 


PROFIT MARGIN ON SALES: 


1. Enter Net Income 

101.0 

149.2 

153.9 

2. Enter Sales 

6,197.4 

5,903.7 

5,424.7 

3. Profit Margin On Sales (Line 1/Line 2) 

1.6% 

2.5% 

2.8% 


RETURN ON TOTAL ASSETS: 


1. Enter Net Income 

101.0 

149.2 

153.9 

2. Enter Total Assets 

5,110.5 

5,035.7 

4,562.1 

3. Return on Total Assets (Line 1/Line 2) 

2.0% 

3.0% 

3.4% 


EARNINGS PER SHARE9 68S621S0& 


Page 6 _ of_9 

CONFIDENTIAL_Not to be removed from Philip Morris Materials Purchasing Department. Class Code 03-220A 

* INFORMATION THROUGH 1990 IS FOR BAYER USA. 1991 FINANCIAL INFORMATION IS FOR MILES 

Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 





C-69 


(MILLIONS OF DOLLARS; ALL DATA AS OF DE< 


FINANCIAL ANAI ^Ii 


S WORKSHEET 

31, 1991 UNLESS OTHERWISE INDICATED.) 


SUPPLIER: HAARMANN & REIMER * 

1988 




CURRENT RATIO: 


1. Enter Current Assets 

1,873.8 



2. Enter Current Liabilities 

830.1 



3. Current Ratio (Line 1/Line 2) 

2.3 




DEBT TO ASSETS RATIO: 


1. Enter Total Debt 

1,226.2 



2. Enter Total Assets 

3,626.9 



3. Debt To Assets Ratio (Line 1/Line 2) 

.34 




PROFIT MARGIN ON SALES: 


1. Enter Net Income 

124.4 



2. Enter Sales 

4,718.5 



3. Profit Margin On Sales (Line 1/Line 2) 

2.6% 




RETURN ON TOTAL ASSETS: 


1. Enter Net Income 

124.4 



2. Enter Total Assets 

3,626.9 



3. Return On Total Assets (Line 1/Line 2) 

3.4% 




EARNINGS PER SHARE: 


CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. Page 7 _ of_9 

Class Code _ 03-220A 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 





C-70 


FINANCIAL ANALYSIS WORKSHEET 
(ALL FIGURES EXCEPT EARNINGS PER SHARE IN MM YEN) 


SUPPLIER: TAKASAGO INTERNATIONAL 

1992 * 

1991 * 

1990 * 

CURRENT RATIO: 

1. Enter Current Assets 

52,446 

46,057 

40,724 

2. Enter Current Liabilities 

37,372 

28,417 

24,151 

3. Current Ratio (Line 1/Line 2) 

1.4 

1.6 

1.7 


DEBT TO ASSETS RATIO: 


1. Enter Total Debt 

54,663 

43,493 

34,457 

2. Enter Total Assets 

81,917 

70,078 

60,323 

3. Debt to Assets Ratio (Line l/Line 2) 

.67 

.62 

.57 


PROFIT MARGIN ON SALES: 


1. Enter Net Income 

1,393 

1,303 

1,271 

2. Enter Sales 

80,260 

77,282 

71,783 

3. Profit Margin On Sales (Line 1/Line 2) 

1.7% 

1.7% 

1.8% 


RETURN ON TOTAL ASSETS: 


1. Enter Net Income 

1,393 

1,303 

1,271 

2. Enter Total Assets 

80,260 

77,078 

60,323 

3. Return on Total Assets (Line 1/Line 2) 

1.7% 

1.9% 

2.1% 


EARNINGS PER SHARE: 


13.82 


12.94 


12.67 


868C6SJS0S 

CONFIDENTIAL...Not to be removed from Philip Morris Materials Purchasing Department. 

* YEAR ENDING MARCH 31.. „ „ . . , , . , . , , , . 

Source: https://www.mdustrydocuments.ucsf.edu/docs/skxlOOOO 
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C-71 


1988 - 92 BUYING HISTORY AND 1993 BUYING PLAN 

UNITS OF MEASURE = KG 



1988 

1989 

1990 

1991 

1992 (E) 

1993 (P) 

TOTAL QUANTITY 

101,200 

92,850 

98,500 

97,550 

123,050 

95,000 

SUPPLIER 

% 

% 

% 

% 

% 

% 

Haarmann & Reimer 

100 

88.9 

89.5 

90.2 

85.8 

85.0 

Takasago 


11.1 

10.7 

9.8 

14.2 

15.0 
















* 















* 








« 

















■ 


668S621S03 
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C-72 


1993 DIRECT MATERIAL BUYING PLAN 
SUMMARY PAGE 



Material Code/Super Class 03-225A Description_ Cagno _ 

Unit of Measure kg Std. Cost $ 16.83 Est. $ Purchase $168,200 

Est. Usage _ 20,000 _ Est. Purch. Quantity_ 10,000 


Supplier Name 

Annual Purchases 

Est. 1992 Proj. 1993 

Comnitment (*) 

Overall 

Evaluation 

Units 

% 

Units 

% 

1. Fuerst Day Lawson 

20,000 

100.0 

10,000 

100.0 

1,2 


2. 







3. 







4. 







5. 







6. 







7. 







8. 







9. 







10. 







Total 

20,000 

100.0 

10,000 

100.0 




* 1. Contract 2. Purchase Order 3. Other 




Page _ 1 

Class/Code 

Approval 


of _ 

03-225A 






Prepared i$y v J. H. Griffin 



Date: /j//S'/9 Z 

Date: 11/12/92 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 






C-73 


objectives/strategies/issues 


PRIMARY OBJECTIVE: 


SECONDARY OBJECTIVES: 


STRATEGIES: 




Reduce inventory duration. 


Cost - Take advantage of periodic cost advantages of Chinese menthol. 


Increase usage of Cagno to reduce the duration of current inventory (R&D has agreed to do this). 

Develop a strategy to make Cagno consumption flexible, dependent on the cost savings opportunities 
associated with the market price of Cagno. 

Continue negotiations with Fuerst Day Lawson to reduce sene of the price and availability 
volatility associated with Cagno. 

Examine Indian menthol product if India appears to be heading toward market dominance, or if 
price/quality considerations warrant. 


Page 2 _ of _6 

Class Code _03-225A_ 
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Philip Morris U.SA 
Materials Purchasing 


1993 Direct Material Buying Plan 


Five-Year Buying Plan Projection 

Material CodefSupar Clas s 03-225A 
Unit of Measure kg. 


Description; Cagno _ 

Forecast Date November, 1992 


Supplier Name 

1993 

1994 

1995 

1996 

1997 

Units 

% 

p 

Units 

% 

p 

Units 

% 

p 

Units 

% 

p 

Units 

% 

E 

Fuerst Day Lawson 

10,000 

100.0 

n 

20,000 

100.0 

n 

20,000 

100.0 

n 

40,000 

100.0 

n 

40,000 

ioao 

£ 







J 






















































■ 


1 



















































" 


”1 











HH 
















| 



10,000 

100.0 


20,000 

100.0 


20,000 

100.0 


40,000 

100.0 


40,000 

100.0 

1 


ISSUES: 

Phase-Out of Bagno is the primary menthol objective. 

Longer term goal calls for greater participation by Chinese menthol in PM's Purchases, 
dependent on the attractiveness of pricing and security issues. 

Participation by Chinese is considered necessary to obtain the optimum price for synthetic 
menthol and to minimize overall menthol costs. 


&06E62FS0S 
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C—75 


SUPPLIER EVALUATION 


WEIGHT 





SUPPLIER 

USING LOCATION 

A. 

50 

COST FACTORS 

1. DELIVERED COST/# 

10 

2. VOLUME INCENTIVES 

10 

3. COST SAVINGS PROVIDED 

30 

4. PRICE LEADERSHIP 

TOTAL COST RATING 

B. 

40 

QUALITY FACTORS 

1. % REJECTS 

30 

2. QUALITY CONTROL 

30 

3. PROCESSABILITY/ 
MACHINABILITY 

TOTAL QUALITY RATING 

c. 

TOTAL SERVICE RATING 

D. 

TOTAL SECURITY RATING 
(SEE PAGB(S) 5 ) 

OVERALL RATING 


Fuerst Day Lawson 


Rich/Lvl/Cab 


$17.45 Delivered, Duty 
Paid, Norfolk 

3 




Class/Code 

03-225A 

C0GE6SFS0S 

Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 













































076 


WEIGHT 


SUPPLIER 


D. SECURITY 

10 1. RAW MATERIALS 

NA 2. CAPACITY 

10 3. FLEXIBILITY 

20 4. SUPPLIER INVENTORY 

NA 5. PLANTS & LOCATIONS 

NA 6. LABOR 

a. UNION 

b. CONTRACT 
EXPIRATION DATE 

c. SITUATION 

d. SCORE 


NA 

7. 

ENERGY 

NA 

8. 

EPA COMPLIANCE 

20 

9. 

FINANCIAL 

STRENGTH (SEE PAGE(S) 

20 

10. 

CORPORATE MANAGEMENT 
STRENGTH 

20 

11. 

CORPORATE MANAGEMENT 
COMMITMENT 

100% 

TOTAL SECURITY RATING 



SECURITY^ ALUATION 


Fuerst Day Lawson 


Dealer 

3 


— 


3 


Usually has inventory 
available 3 


— 


Chinese Government 
Controlled. 


— 


— 


3 


3 


4 


3.2 



Page_5 

Class/Code 

https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 



C-77 


92 BUYING HISTORY AND 1993 BUYING PLAN 


1992 (E) 


1993 (P) 


10,000 



Class/Code 


03-225A 


S06E6SISOS 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 








































1993 DIRECT MATERIAL BUYING PLAN 
SUMMARY PAGE 


Material Code/Super Class 03-230A Description Bagno _ 

Unit of Measure kg. Std. Cost $ 32.25 Est. $ Purchase $3,225.000 


Est. Usage 


110,000 


Est. Purch. Quantity 


100,000 kg. 


Annual Purchases 


Vendor Name 


1. Braswey 


Total 


* 1. Contract 


Est. 1992 


Units 


126,000 


100.0 


126,000 


2. Purchase Order 


100.0 


Proj. 1993 


Units 


100,000 


100,000 


100.0 



Ccmnitment (*) 


Annual (through 1993) 


Overall 

Rating 



3. Other 


906E6SIS02 


Page 1 
Class/Code 
Approval 
Prepared Bjr 


_ of 7 

03-230A 

J. H. Griffin 


Date : /<??// S', 

Date: 11/1 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 

































C-79 


OBJECTIVES/STRATEGIES/ISSUES 


PRIMARY OBJECTIVE: 


SECONDARY OBJECTIVES: 


STRATEGIES: 


OTHER ISSUES: 


40686gfS02 


Eliminate dependence on Bagno. Qualify Sagno as a totally interchangeable substitute. 


Reduce Bagno inventory (longer term) which is currently at 14 months. 

Supply Security: Assure availability of adequate stocks of Bagno in the event interchangeability 
of Sagno does not pass f inal POL tests. 


Complete POL testing of synthetic menthol substitute for Bagno (R&D, Jan. 1993). 

Negotiate with Braswey the final purchases of Bagno - No further purchases if synthetic menthol 
becomes fully qualified; a minimum purchase at competitive pricing in the event Sagno cannot be 
fully implemented. 

Determine the optimum approac h for working down inventory of Bagno which will be about 140,000 kg. 
at the end of 1992 (14 months). 


Totally withdrawing business from Braswey may push Braswey out of menthol altogether. 


Page _2_of _7 

Class Code 03-230A 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 




OBJECTIVES/STRATEGIES/ISSUES 


OBJECTIVE: TO REDUCE MATERIAL COSTS WITH IK) CORRESPONDING DECREASE IN QUALITY, SERVICE, OR SECURITY. 
PROJECTED 1993 SAVINGS: $ _ 628,300 _ 


STRATEGIES TIMETABLE 

BAGNO: In June, 1992, negotiated with Braswey a reduction in the FOB price of Bagno 2nd half, 1993 

from $37.588/kg to $25.022/kg for 50,000 kg Bagno to be delivered the second 
half of 1993. 

50,000 x (37.588 - 25.022) = $628,300 
(This reduction has been incorporated into the 1993 standard cost) 


1 

X) 

3 


OTHER ISSUES: Note: In the event further purchases may be required, pricing is to be 

competitive with Sagno. 


806£6StS0g 


Page_3_ of _7 

Class Code _03-230A 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 




LO 


Philip Morris U.S.A. 
Materials Purchasing 


1993 Direct Material Buying Plan 


Five-Year Buying Plan Projectiorr 


Material CodalSupar Class :03-230A 
Unit of Measure kg. _ 


Description Bagno _ 

Forecast Date November, 1992 


Supplier Name 

1993 

1904 

1995 

1996 

1997 

Units 

% 

p 

Units 

% 

P 

Units 

% 

P 

Units 

% 

P 

Units 

% 

P 

Braswey 

100,000 

100,0 

n 






























































































































































100,000 

100.0 

=i 











. • ....1 



ISSUES: 

Supply Seourity. Braswey is one oftwo remaining Bagno suppliers. Because of market 
forces, Braswey was forced to cut prices in 1993 by 33%. Further cuts would be required 
to continue business in 1994 and beyond. 

Elevated inventory levels makes gradual phase-out of Bagno pur chase s unfeasible. 


606S6SIS0Z 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 
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supplier evaluation 


WEIGHT 


25 





SUPPLIER 

Braswey 

USING LOCATION 

Rich/Lvl/Cab 

A. 

50 

COST FACTORS 

1. DELIVERED COST/# 

Cost - 1992 crop 

$26.00/kg (3) 

Avg.'93 price: $32.25/kg 

15 

2- VOLUME INCENTIVES 

2 

15 

3. COST SAVINGS PROVIDED 

3 

20 
i_ 

4. PRICE LEADERSHIP 

3 

TOTAL COST RATING 

2.9 

B. 

50 

QUALITY FACTORS 

1. % REJECTS 

4 (0.0%) 

25 

2. QUALITY CONTROL 

3 

25 

3. PROCESSABILITY/ 
MACHINABILITY 

3 

TOTAL QUALITY RATING 

3.5 

c. 

TOTAL SERVICE RATING 

3.0 

D. 

TOTAL SECURITY RATING 
(SEE PAGE(S) 6 ) 

1 

3.2 

OVERALL RATING 

3.21 



OTGCmSOS 

jfage d 

Class/Code _ 

or 

03-230A 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 








































WEIGHT 


SUPPLIER 


r> 

i 


w 


D. 


10 


1 . 


5 


5 


10 


10 


10 


2 . 


3. 


4. 


5. 


6 . 


SECURITY 
RAW MATERIALS 


CAPACITY 


FLEXIBILITY 


SUPPLIER INVENTORY 


PLANTS & LOCATIONS 


LABOR 
a. UNION 


b. CONTRACT 

EXPIRATION DATE 


c. SITUATION 
a. SCORE 


10 


NA 


8 . 


15 


10 


10 . 


15 


11 . 


ENERGY 


EPA COMPLIANCE 


FINANCIAL 

STRENGTH (SEE PAGE(S) 


CORPORATE MANAGEMENT 
STRENGTH 


CORPORATE MANAGEMENT 
COMMITMENT 


100 % 


TOTAL SECURITY RATING 


TTGS6S fSOS 


SECURITY 


iUATION 



Paraguayan mint oil 
Maintains good relations 
with farmers and 
distillers 3 

Brazil 500 tons/year 
Para. 1000 tons/year 4 

3 

Cavers PM reqmts w/exist- 
ing stks/oil & crystals 3 

Brazil 

Paraguay 4 

1 

1 

3 


5 

Electricity 3 



Class/Code_ 03-230A 

: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 





































C-84 



1988 - 92 BUYING HISTORY AND 1993 BUYING PLAN 



1988 

1989 

1990 

1991 

1992 (E) 

1993 (P) 

TOTAL QUANTITY 

147,000 

132,150 

183,500 

140,000 

126,000 

100,000 

SUPPLIER 

% 

% 

% 

% 

% 

% 

Braswey 


76.2 

92.5 

85.7 

100.0 

100.0 

Yah Sheng Chong 


17.0 

7.5 

14.3 

— 

— 

Mitsui 


6.8 




















































1 
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Class/Code 03-230A 

SI6S8SIS0S 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 







1993 DIRECT MATERIAL BUYING PLAN 
SUMMARY PAGE 


Material Code/Super Class Q3-30QA Description Potassium Sorbate 
Unit of Measure lb. Std. Cost $ 3.10 _ Est. $ Purchase 803,520 


Est. Usage 259,200 


Est. Purch. Quantity 259,200 


Annual Purchases 


3. 


4. 


5. 


6 . 


7. 


8 . 


9. 


10 . 


Total 


* 1. Contract 
EXPLANATION 

8[6882[SOS 


Est. 1992 


Proj. 1993 



259,200 


Purchase Order 


259,200 


3. Other 


100.0 


Page _1_ 

Class/Code 
Approval C 
Prepared 


_ of 10 
03-300A^^ 

srrh 

G. L. Nixon 


Overall 


Vendor Name 

Units 

% 

Units 

% 

Commitment (*) 

Rating 

1. Eastman 

172,800 

67 

172,800 

67 

2 - Quarterly 

3.43 

2. Hoechst Celanese 

86,400 

33 

86,400 

33 

2 - Quarterly 

3.36 



Date: ^// /°7~Z^ 
"Date: 10/15/92 


Source: https://www.industrydocuments.ucsf.edu/docs/skxl0000 









































C-86 


OBJECTIVES/STRATEGIffl^ ISSUES 




OBJECTIVE : TO REDUCE MATERIAL COSTS WITH NO CORRESPONDING DECREASE IN QUALITY, SERVICE, OR SECURITY. 
PROJECTED ANNUAL SAVINGS: $ 208,000 _ POTENTIALLY 


STRATEGIES TIMETABLE 

o Continue to monitor the progress of a project in R&D looking at removing the product 1994 

from RCB. R&D claims that the pH of the slurry in the RCB sheet process would prohibit 
any biostatic efficiency contributed by K-Sorbate. 


OTHER ISSUES : 

o PM continues to benefit from KGF contract pricing, although Eastman is not a major supplier 
to KGF. Hoechst is the majority supplier to KGF, and Eastman agrees to be competitive. 

o Pricing should be stable through the end of 1993. 

o Eastman is the only domestic producer and has been forced to invest heavily in their 
newly acquired plant. 


HGEGSJSOS 
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Class Code 03-300A 


Source: https://www.industrydocuments.ucsf.edu/docs/skxl0000 





Phi^Moms U.S.A. 
Materials Purchasing 


1993 Direct Material Buying Plan 

Five-Year Buying Plan Projection 

Material Code/Super Class 03-300A 
Unit of Measure lbs 


Description_ Potassium Socbate 

Forecast Date_November 20, 1992 


Supplier Name 

1993 

1994 

1995 

1996 

1997 

Units 

% 

P 

Units 

% 

P 

Units 

% 

p 

Units 

% 

P 

Units 

% 

p 

Eastman 

172,800 

66.7 

n 

140,000 

62.5 

Y 

140,000 

62.5 

y 

140,000 

62.5 

y 

140,000 

62.5 

y 

Hoechst Celanese 

86,400 

33.3 

n 

84,000 

37.5 

n 

84,000 

37.5 

n 

84,000 

37.5 

n 

84,000 

37.5 

n 







































































“j 









1 









Hi 

■ 






1 







_I 









1 















■ 

1 


269,200 

100.0 


224,000 


i 

224,000 

100.0 


224,000 


i 

224,000 

100.0 

1 


* ‘Reduction if RAD approv es remov al from RCB 


ISSUES: o A project is underway to investigate the feasibility of removing the product from B/L. 

Purchasing should encourage completion of this project during 1993. 

o KGF is one of the largest single consumers of this product in the U .S., and PM enjoys the benefit 
of their contract price. 

I 

o Long term goal should be to participate with the KGF Ingredients council on this material and 
encourage the development of Eastman asa supply partner for the council, while maintaining a strong position 
with Hoechst. 


ST6CGS FSOS 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 
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C-88 


SUPPLIER EVALUATION 



SUPPLIER 

Eastman 

Hoechst Celanese 


WEIGHT 

USING LOCATION 

Pk.500 & B/L 

Park 500 & BL 


15 

A. 

COST FACTORS 






1. DELIVERED COST/# 





40 


$3.05 4 

$3.05 4 



10 

2. VOLUME INCENTIVES 







2 

2 



10 

3. COST SAVINGS PROVIDED 







2 

2 



40 

4. PRICE LEADERSHIP 







3 

4 



TOTAL COST RATING 

3.2 

3.6 


15 

B. 

QUALITY FACTORS 






1. % REJECTS 

0% 




40 


5 

0% 5 



40 

2 - QUALITY CONTROL 







4 

4 




3. PROCESSABILITY/ 





20 

MACH INABILITY 

4 

4 



TOTAL QUALITY RATING 

4.4 

4.4 


10 

C. 

TOTAL SERVICE RATING 

2.5 

3.0 


60 

D. 

TOTAL SECURITY RATING 






(SEE PAGE(S) 4 ) 







3.4 

3.1 


100% 

OVERALL RATING 

3.43 

3.36 



9T68SSFS0S 
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Class/Code _ 03-300A 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 






















































SECURITY EVALUATION 


Hoechst Celanese 



















































06- 


FINANCIAL ANALYSIS WORKSHEET 

(MILLIONS OF DOLLARS; ALL DATA AS OF DECKER 31, 1990 UNLESS OTHERWISE INDICATED.) 


VENDOR: Eastman 


CURRENT RATIO 


1- Enter Current Assets 


2. Enter Current Liabilities 


3. Current Ratio (Line 1/Line 2) 


DEBT TO ASSETS RATIO 


1. Enter Total Debt 


2. Enter Total Assets 


3. Debt To Assets Ratio (Line 1/Line 2) 


PROFIT MARGIN ON SALES 


1. Enter Net Income 


2. Enter Sales 


3. Profit Margin On Sales (Line 1/Line 2) 


RETURN ON TOTAL ASSETS 


1. Enter Net Income 


2. Enter Total Assets 


3. Return On Total Assets (Line 1/Line 2) 


EARNINGS PER SHARE: 



1991 

1990 


8,258 

8,608 

6,899 

7,163 

1.20 

1.20 


18,066 

17,388 

24,170 

24,125 

0.75 

.72 


*17 

703 

19,419 

18,908 

0.09% 

3.7% 


*17 

703 

24,170 

24,125 

0.07% 

2.9% 


CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. Page 6 _ of_10 

Class Code 03-300A 


8 I 6 E 62 FSOS 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 













































C-91 


FINANCIAL ANALYSIS WORKSHEET 

(MILLIONS OF DOLLARS; ALL DATA AS OF DECEITS 31, 1991 UNLESS OTHERWISE INDICATED.) 


VENDOR: Eastman 

1989 

1988 

1987 


CURRENT RATIO 


1. Enter Current Assets 

8,591 

8,684 

6,791 

2. Enter Current Liabilities 

6,573 

5,850 

4,140 

3. Current Ratio (Line 1/Line 2) 

1.31 

1.48 

1.64 


DEBT TO ASSETS RATIO 


1. Enter Total Debt 

17,010 

16,184 

8,685 

2. Enter Total Assets 

23,652 

22,964 

14,698 

3. Debt To Assets Ratio (Line 1/Line 2) 

.72 

.70 

.59 


PROFIT MARGIN ON SALES 


1. Enter Net Income 

529 

1,397 

1,178 

2. Enter Sales 

18,398 

17,034 

13,305 

3. Profit Margin On Sales (Line 1/Line 2) 

2.8% 

8.2% 

8.9% 


RETURN ON TOTAL ASSETS: 


1 . 

Enter Net Income 

529 

1,397 

1,178 

2. 

Enter Total Assets 

23,652 

22,964 

14,698 

3. 

Return On Total Assets (Line 1/Line 2) 

2.2% 

6.1% 

8.0 


EARNINGS PER SHARE: 



CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. Pa 

Cl 

GTGSSSfSOS 

Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 
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Class Code 
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C-92 


FINANCIAL ANALYSIS WORKSHEET 

(MILLIONS OF DOLLARS; ALL DATA AS OF DECElAR 31, 1990 UNLESS OTHERWISE INDICATED.) 


VENDOR: Hoechst Celanese 

1992 

1991 

1990 1 

CURRENT RATIO: 

1. Enter Current Assets 


2,422 

2,123 

2. Enter Current Liabilities 


1,487 

1,399 

3. Current Ratio (Line 1/Line 2) 


1.629 

1.52 


DEBT TO ASSETS RATIO: 


1. Enter Total Debt 


752 

741 

2. Enter Total Assets 


6,630 

6,082 

3. Debt To Assets Ratio (Line 1/Line 2) 


.113 

.122 


PROFIT MARGIN ON SALES: 


1. Enter Net Income 


172 

201 

2. Enter Sales 


6,794 

5,881 

3. Profit Margin On Sales (Line 1/Line 2) 


2.5 

3.4% 


RETURN ON TOTAL ASSETS: 


1. Enter Net Income 


172 

201 

2. Enter Total Assets 


6,630 

6,082 

3. Return On Total Assets (Line 1/Line 2) 


2.6 

3.3% 


EARNINGS PER SHARE: 


CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. 

0S6E6SFS0S 
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Class Code 03-300A 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 















































C-93 


FINANCIAL ANALYSIS WORKSHEET 

(MILLIONS OF DOLLARS; ALL DATA AS OF DECEMS 31, 1991 UNLESS OTHERWISE INDICATED.) 


VENDOR: Hoechst Celanese 

1989 

1988 

1987 

CURRENT RATIO: 

1. Enter Current Assets 

2,227 

1,886 

— 

2. Enter Current Liabilities 

1,522 

1,302 


3. Current Ratio (Line 1/Line 2) 

1.46 

1.45 

— 


DEBT TO ASSETS RATIO: 


1. Enter Total Debt 

803 

814 

860 

2. Enter Total Assets 

6,062 

5,708 

5,441 

3. Debt To Assets Ratio (Line 1/Line 2) 

.132 

.143 

.158 


PROFIT MARGIN ON SALES: 


1- Enter Net Income 

267 

250 

169 

2. Enter Sales 

6,016 

5,679 

4,614 

3. Profit Margin On Sales (Line 1/Line 2) 

4.4% 

4.4% 

3.7% 


RETURN ON TOTAL ASSETS: 


1. Enter Net Income 

267 

250 

169 

2. Enter Total Assets 

6,602 

5,708 

5,441 

3. Return On Total Assets (Line 1/Line 2) 

4.4% 

4.4% 

3.1% 


EARNINGS PER SHARE: 


CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. Page _ 9 of 10 

Class Code 03-300A 


TSGSSSfSOS 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 




















































C-94 



1988 - 92 BUYING HISTORY AND 1993 BUYING PLAN 



1988 

1989 

1990 

1991 

1992 (E) 

1993 (P) 

TOTAL QUANTITY 

216 M 

230 M 

241 M 

261 M 

259 M 

259 M 

SUPPLIER 

% 

% 

% 

% 

% 

% 

Monsanto/Eastman 

100 

100 

96 

80 

67 

67 

Hoechst Celanese 

0 

0 

4 

20 

33 

33 


























i 
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1993 DIRECT NATURAL BUYING PLAN 
SUMMARY PAGE 


Material Code/Super Class 03-33QA _ Description _ Carbon Dioxide 

Unit of Measure Ton Std. Cost $ 77.00 Est. $ Purchase 1,386,000 


Est. Usage 


18,000 


Est. Purch. Quantity 


18.000 


Annual Purchases 


Est. 1992 


Units 


7,840 


8,160 


Proj. 1993 


Commitment (*) 


2 - Annual 


2 - Annual 



Vendor Name 

1. Liquid Carbonics 

2. Airco 

3. Unallocated* 

4. 

5. 

6 . 

7. 

8 . 

9. 

10 . 

Total 

* 1. Contract 
EXPLANATION 


*This volume will be allocated based on the contract 
proposals submitted to the council for 1993, 
incorporating Millers surplus volume. 


16,000 

100.0 

18,000 

100.0 

Purchase Order 

3. 

Other 



Page _1_ of 10 

Class/Code 03-330A 

Approval jf 35 

Prepared G. L. Nixon 


Overall 

Rating 






Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 
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OBJECTIVES/STRATEGI My ISSUES 




OBJECTIVE : TO REDUCE MATERIAL COSTS WITH NO CORRESPONDING DECREASE IN QUALITY, SERVICE, OR SECURITY. 
PROJECTED 1993 SAVINGS: $ Undetermined 


STRATEGIES TIMETABLE 

o Participate in the 1992 CO^ purchasing council negotiations with the following 92/93 

objectives: 

1) Convince the council that developing supply partnerships with the majors in 
CO^ is critical to maintaining security and service. 

2) Assist the council in developing a bid approach which will be used as part of 
a larger evaluation to select primary suppliers at each location. 

3) Investigate the feasiblity of developing Miller as a CO^ source for PM Inc. 

Quality issues could delay implementation. 

o Carefully observe the development of Thermice (Bob Madden is President) in this 
region. His plan is to develop sourcing and compete with Liquid and Airco in this 
region. 


OTHER ISSUES : 

o NET project - slated to begin production of expanded product in 1993 which will increase PM's total consumption by 
1200 Tons that same year. 

o Guaranteed availability of temporary auxiliary storage should be a requirement of any supply agreement, 
o Long term, PM companies leverage with feed gas producers should be used to drive down costs. 


K6S6SJS0S 
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Class Code 03-330A 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 




Phi0MorrisU.S.A. 
Materials Purchasing 


1993 Direct Material Buying Plan 

Five-Year Buying Plan Projection 


Material Code/Super Class 03—330A _ Description Carbon Dind d t 

Unit of Measure tons _ Forecast Date October20,1992^ 


Supplier Name 

1993 

1994 

1995 

1996 

1997 

Units 

% 

£ 

Units 

% 

D 

Units 

% 

p 

Units 

% 

P 

Units 

% 

E 

Liquid Car homes 

10,220 

ESI 

8 

10,800 

eh 

8 

11,000 

eh 

8 

11,300 

50.0 

y 

11,370 

50.0 

B 

Airco 

10,220 

ESI 

8 

10,800 

| !| 

8 

11,000 

eh 

8 

11,300 

50.0 

y 

11,370 

50.0 

a 









mm 

1 
























































































































20,440 

100.0 


21,600 

100.0 


22,000 

100.0 


22,600 

100.0 


22,740 

100.0 

I 


ISSUES: o PM will participate on the C02 purchasing council, and attempt to positively affect the overall 

strategy of the council . 

o NET is slated to begin production in 1993 increasing PM’s consumption. 


o We need to secure guaranteed auxiliary storage from both suppliers in the event of another tank outage, 
since both the M/C and C/C will each have a single large storage tank. 

o Bob Madden with Thermice is aggressively in pursuit of growing his business in this region. 


SSGEGSfSOS 


* This volu me will be allocated based on the contract proposals submitted to the 
council for 1993, incorporating Millers surplus; however, the magnitude of volume Page 3 of 10 
swing will not exceed 65/35%. Class/Code: 03-330A 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 














































C-98 


SUPPLIES EVALUATION 



SUPPLIER 

Liquid Carbonics 

Airco 


WEIGHT 

USING LOCATION 

Ric, B-100, C/C 

Ric, C/C 


20 

A. 

COST FACTORS 

1. DELIVERED COST/# 

$77.00/ton 

3 

$76.00/ton 




50 

3 



10 

2. VOLUME INCENTIVES 

3 

3 



10 

3. COST SAVINGS PROVIDED 

3 

3 



30 

4. PRICE LEADERSHIP 

2 

3 



TOTAL COST RATING 

2.70 

3.00 


10 

B. 

QUALITY FACTORS 

1. % REJECTS 

0% 

3 

0% 


CO^ is not currently 
tested. 


50 

3 


50 

2. QUALITY CONTROL 

3 

3 



0 

3. PROCESSABILITY/ 
MACHINABILITY 

N/A 

N/A 



TOTAL QUALITY RATING 

3.00 

3.00 


20 

C. 

TOTAL SERVICE RATING 

4.00 

4.00 


50 

D. 

TOTAL SECURITY RATING 
(SEE PAGE(S) 4 ) 

3.55 

3.30 


100% 

OVERALL RATING 

3.40 

3.35 



92GgGSfS0S Class/Code _ 03-330A 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 
























































C-99 


SECURITY EVALUATION 


WEIGHT 

^ SUPPLIER 

Liquid CarboSRs 

Airco 

-• — 

20 

D. SECURITY 

1. RAW MATERIALS 

Byproduct:Crude CO^ 
from NH^, Chemical, 
alcohol. Co-gen, and 
natural well prod. 3 

Byproduct:Crude CO^ 
from NH^, chemical, 
alcohol. Co-gen, and 
natural well prod. 3 



5 

2. CAPACITY 

500 tons/day 

4 

410 tons/day 

4 



10 

3. FLEXIBILITY 

4 

4 



15 

4. SUPPLIER INVENTORY 

1,500 Tons 

(300 for PM) 4 

1,000 Tons 

(200 for PM) 3 



15 

5. PLANTS & LOCATIONS 

Hopewell, Va. 

Augusta, Ga. 4 

Hopewell, Va. 

Augusta, GA 3 



5 

6. LABOR 

a. UNION 

b. CONTRACT 

EXPIRATION DATE 

c. SITUATION 

d. SCORE 

Teamster Local 592 0 

10/1/95 1 

Stable 3 

Non-Union 1 

N/A 1 

Stable 3 



4 

5 

5 

7. ENERGY 


Elect. 2 



5 

8. EPA COMPLIANCE 

3 

3 



5 

9. FINANCIAL 

STRENGTH (SEE PAGE(S) 5-6) 

V 

3 

3 



5 

10. CORPORATE MANAGEMENT 

STRENGTH 

3 

3 



10 

11. CORPORATE MANAGEMENT 
COMMITMENT 

4 

4 



100% 

TOTAL SECURITY RATING 

3.55 

3.30 





Page 5 _ of _10 
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FINANCIAL ANALYSIS WORKSHEET 

(MILLIONS OF POUNDS; ALL DATA AS OF DECENT 31, 1991 UNLESS OTHERWISE INDICATED.) 


VENDOR: BOC/Airco 

1992 

1991 

1990 

CURRENT RATIO: 

1, Enter Current Assets 


1,114 

1,035 

2. Enter Current Liabilities 


1,000 

1,043 

3. Current Ratio (Line 1/Line 2) 


i.ii 

.99 


DEBT TO ASSETS RATIO: 


1. Enter Total Debt 


1,708 

1,532 

2. Enter Total Assets 


3,138 

2,821 

3, Debt To Assets Ratio (Line 1/Line 2) 


.54 

.54 


PROFIT MARGIN ON SALES: 


1. Enter Net Income 


194 

242 

2. Enter Sales 


2,844 

2,802 

3. Profit Margin On Sales (Line 1/Line 2) 


6.8% 

8.6% 


RETURN ON TOTAL ASSETS: 


1. Enter Net Income 


194 

242 

2. Enter Total Assets 


3,138 

2,821 

3. Return On Total Assets (Line 1/Line 2) 


6.2% 

8.6% 


EARNINGS PER SHARE: 


1.64 


2.05 


CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. Page _ 6 of 10 

Class Code 03-330A 
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FINANCIAL ANALYSIS WORKSHEET 

(MILLIONS OF POUNDS; ALL DATA AS OF DECEM|^ 31, 1991 UNLESS OTHERWISE INDICATED.) 


VENDOR: BOC/Airco 

1989 

1988 

1987 

CURRENT RATIO: 

1. Enter Current Assets 

1,006 

907 

879 

2. Enter Current Liabilities 

971 

791 

623 

3. Current Ratio (Line 1/Line 2) 

1.04 

1.15 

1.41 


DEBT TO ASSETS RATIO: 


1. Enter Total Debt 

1,579 

1,388 

1,217 

2. Enter Total Assets 

2,773 

2,416 

2,274 

3. Debt To Assets Ratio (Line 1/Line 2) 

.57 

.57 

.54 


n 


PROFIT MARGIN ON SALES: 


1. Enter Net Income 

229 

205 

167 

2. Enter Sales 

2,822 

2,562 

2,356 

3. Profit Margin On Sales (Line 1/Line 2) 

8.1% 

8.0 

7.1% 


RETURN ON TOTAL ASSETS: 


1. Enter Net Income 

229 

205 

167 

2. Enter Total Assets 

2,773 

2,416 

2,274 

3. Return On Total Assets (Line 1/Line 2) 

8.3% 

8.5% 

7.3% 





EARNINGS PER SHARE: 

1.97 

1.77 

1.45 


CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. 
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C—102 


FINANCIAL ANALYSIS WORKSHEET 

(MILLIONS OF POUNDS; ALL DATA AS OF DECEMM| 31, 1991 UNLESS OTHERWISE INDICATED.) 


VENDOR: CBI/Liquid Carbonics 


CURRENT RATIO 


1. Enter Current Assets 


2. Enter Current Liabilities 


3. Current Ratio (Line 1/Line 2) 


DEBT TO ASSETS RATIO 


1. Enter Total Debt 


2. Enter Total Assets 


3. Debt To Assets Ratio (Line 1/Line 2) 


PROFIT MARGIN ON SALES 


1. Enter Net Income 


2. Enter Sales 


3. Profit Margin On Sales (Line 1/Line 2) 


RETURN ON TOTAL ASSETS 


1. Enter Net Income 


2. Enter Total Assets 


3. Return On Total Assets (Line 1/Line 2) 


EARNINGS PER SHARE: 



1991 

1990 


457 

451 

338 

318 

1.35 

1.42 


813 

920 ; 

1,479 

1,432 

. 55 

.64 


53 

55 

1,615 

1,576 

3.3% 

3.5% 


53 

55 

1,479 

1,432 

3.6% 

3.8% 


CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. 
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FINANCIAL ANALYSIS WORKSHEET 

(MILLIONS OF POUNDS; ALL DATA AS OF DECEMIjfl| 31, 1991 UNLESS OTHERWISE INDICATED.) 


VENDOR: CBI/Liquid Carbonics 

1989 

1988 

1987 


CURRENT RATIO 


1. Enter Current Assets 

429 

431 

406 

2. Enter Current Liabilities 

291 

281 

240 

3. Current Ratio (Line 1/Line 2) 

1.47 

1.53 

1.69 


DEBT TO ASSETS RATIO 


1. Enter Total Debt 

975 

983 

736 

2. Enter Total Assets 

1,359 

1,343 

1,265 

3. Debt To Assets Ratio (Line 1/Line 2) 

.72 

.73 

.58 


PROFIT MARGIN ON SALES 


1. Enter Net Income 

34 

28 

18 

2. Enter Sales 

1,495 

1,376 

1,161 

3. Profit Margin On Sales (Line 1/Line 2) 

2.3% 

2.0% 

1.6% 


RETURN ON TOTAL ASSETS 


1. Enter Net Income 

34 

28 

18 

2. Enter Total Assets 

1,359 

1,343 

1,265 

3. Return On Total Assets (Line 1/Line 2) 

2.5% 

2.1% 

1.4% 


EARNINGS PER SHARE: 
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1988 - 92 BUYING HISTORY AND 1993 BUYING PLAN 



1988 

1989 

1990 

1991 

1992 (E) 

1993 (P) 

TOTAL QUANTITY 
(tons) 

17.7 M 

19.7 M 

19.9 M 

19.7 M 

16.0 M 

18.0 M 

SUPPLIER 

% 

% 

% 

% 

% 

% 

Airco 

50.1 

49.0 

50.0 

48.0 

51.0 

65/35 

Liquid Carbonics 

49.9 

51.0 

50.0 

52.0 

49.0 

65/35 









































| 
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1993 DIRECT MATERIEL BUYING PLAN 
SUMMARY PAGE 


Material Code/Super Class Q3-35QA Description Aqua Ammonia _ 

Unit of Measure lb, Std. Cost $ . 1509 Est, $ Purchase _ 279,165 

Est. Usage _ 1,850,000 _ Est, Purch. Quantity 1,850,000 _ 


Vendor Name 

Annual Purchases 

Est. 1992 Proj. 1993 

Commitment (*) 

Overall 

Rating 

Units 

% 

Units 

% 

1. La Roche, Ind. 

1,800,000 

100 

1,850,000 

100 

2“Annually 

4.00 

2. 







3. 







4, 







5. 







6. 







7. 







8. 







9. 







10. 







Total 

1,800,000 

100.0 

1,850,000 

100.0 




* 1. Contract 2. Purchase Order 3, Other 


EXPLANATION 




Page 


of 


Class/Code 03-350A 

Approval £7% 

Prepared By l/ G. L. Nixon O 


Date: /^z, 

Date: _ 


Source: https://www.industrydocuments.ucsf.edu/docs/skxl0000 







l 


OBJECTIVES/STRATEGI tty ISSUES 




OBJECTIVE : TO REDUCE MATERIAL COSTS WITH NO CORRESPONDING DECREASE IN QUALITY, SERVICE, OR SECURITY. 
PROJECTED 1993 SAVINGS: $ Undetermined 


STRATEGIES TIMETABLE 

o Investigate the feasibility of entering into a evergreen contract with LaRoche, and 92/93 

tie an annual contract price to some average annual ammonia price, less a discount, 
plus blending and freight. In essense developing a Toll arrangement. 


OTHER ISSUES : 

o We have enjoyed stable pricing for the last five years while ammonia prices have been quite volatile. The purpose of 
the Tolling mechanism is to assure both companies of fair pricing over the entire contract period. 


Page _2_ of _8 
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PURCHASING OBJECTIVES: 


1 ) 


T^^E 


OBJECTIVES/STI^HEGIES/ISSUES 


Investigate the feasibility of contracting at a lower delivered price. 


2) Develop a stronger relationship with LaRoche Management. 


3) Consolidate this spec with the reagent grade NH^. 


PURCHASING STRATEGIES: 


1) Determine what LaRoche needs to do, or what P.M. can do for LaRoche to 
achieve a lower cost, and pursue that goal. 

2) Visit and evaluate LaRoche with BL Plant's Q.A. Manager. 

3) Arrange for LaRoche to visit the BL Plant and determine any additional 
service needs. 

4) Attempt to qualify this product as a replacement for the reagent grade 
NH^ used in drums at the Flavor Center. This will save money, 
operations problems, and reduce safety risks. 

5) Continue to encourage LaRoche management to come in with a Market 
presentation annually. 


SE6EGSFS0S 


Page _3_ of _8 

Class Code 03-350A 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 





ou t 


Philip l^risU.S.A. 
Materials Purchasing 



1993 Direct Material Buying Plan 


Five-Year Buying Plan Projection 

Material Code/Super Class 03-350A 
Unit of Measure lbs 


Description _ Aqueo us Ammonia 

Forecast Date November 1992 


Supplier Name 

1993 

1994 

1995 

1996 

1997 

Units 

% 

p 

Units 

% 

£ 

Units 

% 

p 

Units 

% 


Units 

% 

3 

LaRoche 

1,850,000 

100.0 

y 

2,010,000 


B 

1,980,000 

100.0 

y 

1,980,000 


R 

2,040,000 

100.0 

R 












■ ■ 

1 


































































































! 



















- ..i 
















1,850,000 | 

100.0 

i 

2,010,000 

100.0 


1,980,000 

100.0 


1,980,000 

100.0 


2,040,000 

100.0 



ISSUES: o A sole source partne r s hip has worked q uite w e l l with LaRochefor many years. T h ey ha e a owe HN3 production 

facility, but two storage and blending sites. We use only .6% of their total capacity, and their capacity 
represents 5% of the total U.S. merchant market capacity. 


o Attempt to negotiate a long term agreement and tie our annual contract price to the average;annual FOB 
price for NH3, less a discount, plusa toll rate for blending, plus freight. 


Page 4 of 8 
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SUPPLIER VALUATION 


SUPPLIER 

LaRoche 



USING LOCATION 




A. COST 

A 



DELIVERED COST/UOM 1. 

2. 

3. 

$.1506 









REBATE OFFERED (YES/NO) 

No 



OVERALL COST (A/U) 

A 




B. QUALITY 

100% 



% ACCEPTANCE 

A 



OVERALL QUALITY (A/U) 

A 




C. SERVICE (A/U) 

A 




D. SECURITY (FROM PAGE(S) ) A/U 

A 




OVERALL EVALUATION 
(NUMBER OF "A's"; 1-4) 

4 




A = ACCEPTABLE Page 5 of 8 

U = UNACCEPTABLE Class/Code _ 03-350A 

OR NUMERICAL RATING DEPENDING UPON MATERIAL 

i£6EGSfS0S 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 
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SECURITY, 




iUATION 


SUPPLIER 

LaRoche 



SECURITY 

1. RAW MATERIALS 

Natural Gas via 
pipeline 



2. PLANTS & LOCATIONS 

Production - Cherokee, 
Ala. Blending - Suffolk 
Virginia 



3. LABOR 

a. UNION 

b. CONTRACT EXPIRATION DATE 

c. SITUATION 

Aluminum Brick & Glass 
International 

August 30, 1994 

Very Good 



4. ENERGY SOURCES 

Natural Gas 



5. CAPACITY (A/U) 

A 



6. FLEXIBILITY (A/U) 

A 



7. EPA COMPLIANCE (A/U) 

A 



8. FINANCIAL RATING (A/U) 

A 



9. CORPORATE MANAGEMENT 

STRENGTH (A/U) 

A 



10. CORPORATE MANAGEMENT 

COMMITMENT (A/U) 

A 



OVERALL SECURITY (A/U) 

A 




A = ACCEPTABLE Page 6 of 8 

U = UNACCEPTABLE Class/Code 03-350A 

OR NUMERICAL RATING DEPENDING UPON MATERIAL 


8G6£62 fSOS 
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FINANCIAL ANALYSIS WORKSHEET 


VENDOR: LaRoche 

1991 

1990 

1989 

CURRENT RATIO: 

1. Enter Current Assets 

36.6 

47.4 

43.4 

2. Enter Current Liabilities 

24.4 

32.0 

32.6 

3. Current Ratio (Line 1/Line 2) 

1.50 

1.48 

1.33 


DEBT TO ASSETS RATIO: 


1. Enter Total Debt 

73.5 

81.5 

79.7 

2. Enter Total Assets 

87.2 

99.6 

84.5 

3. Debt To Assets Ratio (Line 1/Line 2) 

.84 

.82 

.94 


PROFIT MARGIN ON SALES: 


1. Enter Net Income 

(4.4) 

5.1 

4.4 

2. Enter Sales 

157.4 

147.8 

157.6 

3. Profit Margin On Sales (Line 1/Line 2) 

(2.8%) 

3.4% 

2.8% 


RETURN ON TOTAL ASSETS: 


1. Enter Net Income 

(4.4) 

5.1 

4.4 

2. Enter Total Assets 

87.2 

99.6 

84.5 

3. Return On Total Assets (Line 1/Line 2) 

(5.0%) 

5.1% 

5.2% 


EARNINGS PER SHARE: 
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1988 - 92 BUYING HISTORY AND 1993 BUYING PLAN 



1988 

1989 

1990 

1991 

1992 (E) 

1993 (P) 

TOTAL QUANTITY 

1.41 M 

1.56 M 

1.69 M 

1.84 M 

1.80 M 

1.85 M 

SUPPLIER 

% 

% 

% 

% 

% 

% 

LaRoche 

100 

100 

100 

100 

100 

100 
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1993 DIRECT MA' 




BUYING PLAN 


SUMMARY PAGE 


Material Code/Super Class 03-36QA Description _ DAP _ 

Unit of Measure lb. Std. Cost $ .6103 Est. $ Purchase 3,051,500 

Est. Usage 5,000,000 _ Est. Purch. Quantity _ 5,000,000 


Vendor Name 

Annual Purchases 

Est. 1992 Proj. 1993 

Commitment (*) 

Overall 

Rating 

Units 

% 

Units ; 

% 

1. Monsanto 

2,948,000 

61 

3,000,000 

60 

1 - (3 years) 

3.49 

2. Rhone Poulenc 

1,852,000 

39 

2,000,000 

40 

1 - (3 years) 

3.15 

3. 







4. 







5. 







6 . 







7. 







8 . 







9. 







10. 







Total 

4,800,000 

100.0 

5,000,000 

100.0 




* 1. Contract 2. Purchase Order 3. Other 


EXPLANATION 


msssrsos 


Page 
Class/Code 


of 
03-360A 


10 


Approval Q 

Prepared <By { ' G. L. Nixon 0 


Date: 

Date: _ 


Source: https://www.industrydocuments.ucsf.edu/docs/skxl0000 
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OBJECTIVES/ STRATEGIi^y ISSUES 


Purchasing Objectives 

o Continue to maximize supply security in a very tight market. 

o Stabilize price over the next two years, minimizing price increases in a virtually sold out market. 


Strategies to Meet Objectives 

o Continue to source significant share from each of the only two U.S. producers of food grade DAP. 
o Currently negotiating 3 year contracts with both suppliers, 
o KGF council may provide synergistic advantages in phosphates. 


Future Supply Outlook 

In 1991, 16% of the effective capacity for was lost, and capacity utilization is expected to exceed 95% for the next 
two years. Food Grade DAP is a niche market derivative and supply should be adequate for contract customers. 


Inventory Policy 

2-3 weeks. Compression caking is a real problem, which prevents larger safety stock to be held by either PM or our 
suppliers. 


m£6SfSGS 
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Philip s U.S.A. 
Materials Purchasing 


1993 Direct Material Buying Plan 


Five-Year Buying Plan Projection 


Material Code/Super Class_ Q3-360A 

Unit of Measure lbs 


Description _ Diamwoniu.ro Phosphate 

Forecast Data_October 20,1992_ 



1993 

1994 

1995 

1996 

1997 

Supplier Name 

Units 

% 


Unils 

% 


Units 

% 

p 

Units 

— 

% 

p 

Units 

% 

a 

Monsanto 

3,000,000 

60.0 

fl 

3,000,000 

60.0 

B 

3,000,000 

60.0 

y 

3,000,000 

— 

60.0 

y 

3,000,000 

60*0 

B 

Rhone-Poulenc 

2,000,000 

40.0 

B 

2,000,000 

40.0 

B 

2,000,000 

40.0 

y 

2,000,000 

40.0 

B 

2,000,000 

40.0 

8 






0.0 



0.0 



0.0 



0.0 




| 



0.0 



0.0 



0.0 



0.0 




ns 



0.0 



0.0 



0.0 



0.0 




wm 



0.0 



0.0 






0.0 







0.0 



0.0 



un 



0.0 




0.0 



0.0 



0.0 






0.0 




0.0 



0.0 



0.0 






0.0 



1 

0.0 



0.0 



0.0 



KS3 



0.0 


, 

5,000,000 

100.0 

1 

5,000,000 

100.0 


5,000,000 

100.0 

i 

5,000,000 

100.0 


5,000,000 

100.0 

I 


ISSUES: o Negotiate long term agreements with b oth suppliers. 

a. Monsanto - renew current agreement to an Evergreen. 

b. Rhone-Poulenc - enter into 3 year agreement at a discount competitive with Monsanto, 
o We use 12-14% of combined capacity of both companies. 

o The KGF council on Phosphates is currently evaluating consolidation front four to two suppliers of all 
phosphate compounds. There may be advantages if PM participated, but security would dictate maintaining both 
Monsanto and Rhone-Poulenc. 


EU86S1S9S 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 


Page 3 of 10 
Class/Code: 03-360A 
































































C—116 


SUPPLIER EVALUATION 



SUPPLIER 

Monsanto 

Rhone Poulenc 


WEIGHT 

USING LOCATION 

P500 & B/L 

P500 & B/L 


25 

A. 

COST FACTORS 

1. DELIVERED COST/# 

$.5829 


$.6162 





40 

4 

3 

_ 



30 

2. VOLUME INCENTIVES 

4 

3 



10 

3. COST SAVINGS PROVIDED 

3 

3 



20 

4. PRICE LEADERSHIP 

3 

2 



TOTAL COST RATING 

4.00 

3.10 


20 

B. 

QUALITY FACTORS 

1. % REJECTS 

0% 


0% 


DAP is 
tested 

not currently 


30 

3 

3 

on incoming 


40 

2. QUALITY CONTROL 

4 

4 



30 

3. PROCESSABILITY/ 
MACHINABILITY 

2 

2 



TOTAL QUALITY RATING 

3.10 

3.10 


15 

C. 

TOTAL SERVICE RATING 

3.00 

3.00 


40 

D. 

TOTAL SECURITY RATING 
(SEE PAGE(S) 4 ) 

3.55 

3.25 


100% 

OVERALL RATING 

3.49 

3.15 



Page 4 of 10 
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SECURITY EVALUATION 


WEIGHT 

™ SUPPLIER 

Monsanto 

Stauffer 

- • 


D. SECURITY 

Phosphorus 

Phosphorus 


15 

1. RAW MATERIALS 

Ammonia 

Ammonia 




Thermal Phos-Acid 

Wet Acid 




4 

4 


10 

2. CAPACITY 

25 M lbs. 

15 M lbs. 




3 

3 

. 

5 

3. FLEXIBILITY 






2 

2 


5 

4. SUPPLIER INVENTORY 






3 

3 


15 

5. PLANTS & LOCATIONS 

Trenton, Mi 

Chicago, Ill. 




4 

3 


15 

6. LABOR 





a. UNION 

OCAW 0 

OCAW 0 



b. CONTRACT 

1 

1/16/96 1 



EXPIRATION DATE 

11/23/95 




c. SITUATION 

Good 3 

Good 3 



d. SCORE 

4 

4 


5 

7. ENERGY 

Elect./Nat.Gas 3 

Elect./Nat.Gas 3 


10 

8. EPA COMPLIANCE 

4 

3 


10 

9. FINANCIAL 





STRENGTH (SEE PAGE(S) 5&6) 

3' 

3 


5 

10- CORPORATE MANAGEMENT 





STRENGTH 

3 

3 


5 

11. CORPORATE MANAGEMENT 





COMMITMENT 

4 

3 


100% 

TOTAL SECURITY RATING 

3.55 

3.25 



SfrGCmSOS 
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FINANCIAL ANALYSIS WORKSHEET 


(MILLIONS OF DOLLARS; ALL DATA AS OF DECE1^| 

31, 1991 UNLESS OTHERWISE INDICATED.) a 

VENDOR: Monsanto 

1991 

1990 

1989 


CURRENT RATIO: 


1. Enter Current Assets 

3,711 

3,513 

3,248 

2. Enter Current Liabilities 

2,175 

2,190 

1,922 

3. Current Ratio (Line 1/Line 2) 

1.71 

1.60 

1.69 


DEBT TO ASSETS RATIO: 


1. Enter Total Debt 

5,573 

5,147 

4,663 

2. Enter Total Assets 

9,227 

9,236 

8,604 

3. Debt To Assets Ratio (Line 1/Line 2) 

.60 

.56 

.54 


PROFIT MARGIN ON SALES: 


1. Enter Net Income 

296 

546 

679 

2. Enter Sales 

8,864 

8,995 

8,681 

3. Profit Margin On Sales (Line 1/Line 2) 

3.3% 

6.1% 

7.8 


RETURN ON TOTAL ASSETS: 


1. Enter Net Income 

296 

546 

679 

2. Enter Total Assets 

9,227 

9,236 

8,604 

3. Return On Total Assets (Line 1/Line 2) 

3.2% 

5.9% 

7.9% 


EARNINGS PER SHARE: 


2.33 


4.23 


5.01 


CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. Page 6 _ of_10_ 

Class Code _ 03-360A 
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C—119 


FINANCIAL ANALYSIS WORKSHEET 

(MILLIONS OF DOLLARS; ALL DATA AS OF DECEKAR 31, 1991 UNLESS OTHERWISE INDICATED.) 


VENDOR: Monsanto 

1988 

1987 

1986 


CURRENT RATIO 


1. Enter Current Assets 

3,097 

3,003 

2. Enter Current Liabilities 

1,980 

1,800 

3. Current Ratio (Line 1/Line 2) 

1.56 

1.67 


DEBT TO ASSETS RATIO 


591 

8,461 

7.0% 


436 

7,639 

5.7% 


436 

8,455 

5.2% 



1. Enter Total Debt 

4,661 

4,554 

2. Enter Total Assets 

8,461 

8,455 

3. Debt To Assets Ratio (Line l/Line 2) 

.55 

.54 



PROFIT MARGIN ON SALES 


1. Enter Net Income 591 _ 

2. Enter Sales 8,293 7,639 

3. Profit Margin On Sales (Line 1/Line 2) 7.1% 5.7% 

RETURN ON TOTAL ASSETS: 

1. Enter Net Income 591 436 

2. Enter Total Assets 8,461 ' 8,455 

3. Return On Total Assets (Line 1/Line 2) 7.0% 5.2% 

EARNINGS PER SHARE: 4.14 2.82 

CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. Pa 

Cl 

L\ 6C6SFS0S 

Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 
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C—120 


FINANCIAL ANALYSIS WORKSHEET 

(MILLIONS OF FRANCS; ALL DATA AS OF DECEMH^31, 1991 UNLESS OTHERWISE INDICATED.) 


VENDOR: Rhone-Poulenc 

1991 

1990 

1989 


CURRENT RATIO 


1. Enter Current Assets 

42,742 

41,110 

35,839 

2. Enter Current Liabilities 

40,738 

41,861 

30,349 

3. Current Ratio (Line 1/Line 2) 

1.05 

.98 

1.2 


DEBT TO ASSETS RATIO 


1. Enter Total Debt 

88,055 

88,100 

61,910 

2. Enter Total Assets 

113,293 

109,147 

83,182 

3. Debt To Assets Ratio (Line 1/Line 2) 

.78 

.81 

.74 


PROFIT MARGIN ON SALES 


1. Enter Net Income 

2. Enter Sales 

3. Profit Margin On Sales (Line 1/Line 2) 


2,004 

83,817 

2.4% 


1,942 

78,810 

2.5% 


4,092 

73,068 

5.6% 


RETURN ON TOTAL ASSETS: 


i. 

Enter Net Income 

2,004 

1,942 

4,092 

2. 

Enter Total Assets 

113,293 

109,147 

83,182 

3. 

Return On Total Assets (Line 1/Line 2) 

1.8% 

1.8% 

4.9% 


EARNINGS PER SHARE: 



CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department, 
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C—121 


FINANCIAL ANALYSIS WORKSHEET 

(MILLIONS OF DOLLARS; ALL DATA AS OF DECEj^R 31, 1991 UNLESS OTHERWISE INDICATED.) 


VENDOR: Rhone-Poulenc 

1988 

1987 

1986 


CURRENT RATIO 


1. Enter Current Assets 

30,420 

28,321 

2. Enter Current Liabilities 

21,670 

21,962 

3. Current Ratio (Line 1/Line 2) 

1.4 

1.3 


DEBT TO ASSETS RATIO 


PROFIT MARGIN ON SALES 


1. Enter Net Income 


2. Enter Sales 


3. Profit Margin On Sales (Line 1/Line 2) 


RETURN ON TOTAL ASSETS: 


EARNINGS PER SHARE: 



1. Enter Total Debt 

48,881 

43,960 

2. Enter Total Assets 

67,688 

60,069 

3. Debt To Assets Ratio (Line 1/Line 2) 

.72 

.73 



3,457 

2,360 

65,334 

56,159 

5.3% 

4.2% 


1. Enter Net Income 

3,457 

2,360 

2. Enter Total Assets 

67,688 

60,069 

3. Return On Total Assets (Line 1/Line 2) 

5.1% 

3.9% 



CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. 
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C-122 


1988 - 92 BUYING HISTORY AND 1992 BUYING PLAN 



1988 

1989 

1990 

1991 

1992 (E) 

1993 (P) 

TOTAL QUANTITY 

4.13 M 

4.05 M 

4.70 M 

4.93 M 

4.8 M 

5.0 M 

SUPPLIER 

% 

% 

% 

% 

% 

% 

Monsanto 

63.8 

58.0 

61.0 

61.0 

61.0 

60.0 

Rhone-Poulenc 

36.2 

42.0 

39.0 

39.0 

39.0 

40.0 


















































1 

; ! 
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1993 DIRECT MATE^t, BUYING PLAN 
SUMMARY PAGE 


Material Code/Super Class 03-49QA Description _ Candy _ 

Unit of Measure lb. Std. Cost $ .2647 Est. $ Purchase_ 4,446,960 

Est. Usage _ 16,800,000 _ Est. Purch. Quantity 16,800,000 _ 


Vendor Name 

Annual Purchases 

Est. 1992 Proj. 1993 

Coranitment (*) 

Overall 

Rating 

Units 

% 

UnitB 

% 

1. Domino 

8,150,000 

50 

8,400,000 

so 

1 - Annual (Toll) 


2. Savannah 

8,150,000 

50 

8,400,000 

50 

■BBH 


3. 







4. 







5. 







6 . 







7. 







8. 







9. 







10. 



\ 




Total 

16,300,000 

100.0 

16,800,000 

100.0 




* 1. Contract 2. Purchase Order 3. Other 

EXPLANATION 

P.M. U.S.A. is included in the Tolling contracts 
held by KGF. 


Page 


of 


10 


Class/Code _ 03-49QA 

Approval nC 

Prepared 6y G. L. Nixon (j 


Date: l ? fj c r 
Date: 11/16/92 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 





































7 9 A 


OBJECTIVES/ STRATEGlj^^ ISSUES 


OBJECTIVE: TO REDUCE MATERIAL COSTS WITH NO CORRESPONDING DECREASE IN QUALITY, SERVICE, OR SECURITY. 
PROJECTED 1993 SAVINGS: $ Undetermined _ 


STRATEGIES: TIMETABLE 

o Purchase 100% of PMUSA's requi re m ent through the purchasing council benefiting from low raw 1994 

sugar cost, and toll rates. Continue to assist the council in the selection of Sugar SSA's. 

The annual synergy savings on the toll rate alone are $321M; already incorporated into s tandar d. 

o Continue to work with engineering and the M/C and C/C to install a bulk sugar handling system. 1993 

Cost saving potential of $150M/year cm raw ma t eri al, and reduced handling and environmental 
waste savings are significant. M/C installation should be complete by 2Q93 and yield 1993 
savings of $50M for 2nd half. 


OTHER ISSUES: 


o R&D is locking at isosweet as a repla c e ment for sugar. Potential cost savings: $2.25M 

o The purchasing council has a new chairman, Cleveland Marsh, f or m e r Director of the USDA 

sugar p r ogr am . 

o Market Outlook - Domestic and World should continue to be very soft, with supplies plentiful 
and demand flat. 


Page _2_ of 10 

Class Code _03-490A 


?,S6E6SiS0S 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 




Philip Itexis U.S.A. 
Mate ria^ffurcha sing 


1993 Direct Material Buying Plan 


Five-Year Buying Plan Projection 


Material Code/Super Class Q3-49QA 
Unit of Measure lb. 


Description Candy _ 

Forecast Date November, 1992 


Suppli er Name 

— 

1993 

1994 

1995 

1996 

1997 

Units 

% 

p 

Units 

% 

p 

Units 

% 

p 

Units 

% 

p 

Units 

% 

a 

Domino 

8,400,000 

50.0 

y 

8,650,000 

50.0 

y 

8,750,000 

50.0 

y 

8,900,000 

50.0 

y 

9,000,000 

50.0 

Bl 

Savannah 

8,400,000 

50.0 

y 

8,650,000 

50.0 

y 

8,750,000 

50.0 

y 

8,900,000 

50.0 

y 

9,000,000 

50.0 

y 




























jjg 

i 










































1 
















i 













~ 

i 





























16,800,000 

100.0 


17,300,000 

100.0 


17,500,000 

100.0 


17,800,000 

100.0 


18,000,000 

100.0 

■ 


ISSUES: 

o Continue purchases of domestic and world sugar through the joint purchasing council, 
o Assist engineering in developing bulk handling systems at M/C, C/C and possibly Louisville, 
o Observe the development of beet sugar refineries. 

o Both of PM’s sugar suppliers will most likely be selected by the oouncil of SSA’s. 


Page 3 of 10 
Class/Code: 03-490A 
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C-126 


SUPPLIER EVALUATION 



SUPPLIER 

Domino 

Savannah/Colonial 


WEIGHT 

USING LOCATION 

Richmond 

Rich, Lvl, Cab 


30 

A. 

COST FACTORS 

Toll Rate Only 

Toll Rate Only 




1. DELIVERED COST/# 

5.59/cwt 

4.85/cwt 



60 


4 

5 




2. VOLUME INCENTIVES 





10 


3 

3 




3. COST SAVINGS PROVIDED 

4 

4 



10 







4. PRICE LEADERSHIP 

4 

4 



20 







TOTAL COST RATING 

3.90 

4.50 


30 

B. 

QUALITY FACTORS 






1. % REJECTS 





33 


4 

3 




2. QUALITY CONTROL 





33 


3 

3 




3. PROCESSABILITY/ 





33 

MACHINABILITY 

3 

3 




TOTAL QUALITY RATING 

3.33 

3.33 


10 

C. 

TOTAL SERVICE RATING 

4.00 

4.00 


30 

D. 

TOTAL SECURITY RATING 






(SEE PAGE(S) 5 ) 

3.80 

3.70 


100% 

OVERALL RATING 

3.70 

3.90 



t'S686gfS0S 
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C—127 


WEIGHT 

^ SUPPLIER 

Domino 

Savannah 

• . 


D. SECURITY 

Raw Sugar 

Raw Sugar 


10 

1. RAW MATERIALS 

25% Import 

40% Import 




75% DomeBtic 

60% Domestic 


■i 


Varies Widely 3 

Varies Widely 3 


10 

2. CAPACITY 

6.0nmlbs/day( Baltimore ) 

5.5ntBlbs/day( Savannah) 




16.Onmlbs/day total 4 

11.7ranlbs/day total 4 


NA 

3. FLEXIBILITY 

— 

— 


10 

4. SUPPLIER INVENTORY 

120-150 mmlbs/raw 

200-250 mmlbs raw 




4 days refined 3 

4 days refined 3 


20 

5. PLANTS & LOCATIONS 

Baltimore 6.Oramlbs 

Savannah 5.5 mmlbs Grmercy, LA 3.6anralbs 1 



Brooklyn 4.2nralb8 


3 



Chalmette 5. Snrnlbs 4 


10 

6. LABOR 





a. UNION 

Refinery workers 0 

Non Union 1 



b. CONTRACT 





EXPIRATION DATE 

12/2/94 1 

1 



c. SITUATION 

Good 3 

3 



d. SCORE 

4 

5 


10 

7. ENERGY 

Natural Gas, #6 Oil 3 

Coal,Gas or #6 Oil 3 


NA 

8. EPA COMPLIANCE 

— 

— 


10 

9- FINANCIAL 

4 

4 



STRENGTH (SEE PAGE(S) 6-9 ) 




10 

10. CORPORATE MANAGEMENT 





STRENGTH 

4 

4 


10 

11. CORPORATE MANAGEMENT 





COMMITMENT 

5 

5 


100% 

TOTAL SECURITY RATING 

3.80 

3.70 



Page 5 _ of _10 
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C-128 


(MILLIONS OF POUNDS; ALL DATA AS OF DECEMBER 31, 1991 UNLESS OTHERWISE INDICATED.) 


j VENDOR: ^Tate & Lyle/Domino 

1991 ® 

1990 

1989 ® | 


CURRENT RATIO: 


1. Enter Current Assets 

954 

880 

892 

2. Enter Current Liabilities 

755 

699 

882 

3. Current Ratio (Line 1/Line 2) 

1.26 

1.26 

!.0 


DEBT TO ASSETS RATIO: 


1. Enter Toted. Debt 

1378 

1233 

1470 

2. Enter Total Assets 

2113 

1817 

1953 

3. Debt To Assets Ratio (Line 1/Line 2) 

.65 

.68 

.75 


PROFIT MARGIN ON SALES: 


1. Enter Net Income 

146 

177 

113 

2. Enter Sales 

3263 

3432 

3360 

3. Profit Margin On Sales (Line 1/Line 2) 

4.5% 

5.2% 

3.4% 


RETURN ON TOTAL ASSETS: 


1. Enter Net Income 

146 

177 

113 ■ 

2. Enter Total Assets 

2113 

1817 

1953 

3. Return On Total Assets (Line 1/Line 2) 

6.9% 

9.7% 

5.8% 


EARNINGS PER SHARE: 


.33 


.30 


.27 


CONFIDENTIAL..Not to be remove d from Philip Morris Materials Purchasing D epartment . Page 6 _ o f 10 
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C-129 


(MILLIONS OF POUNDS; ALL DATA AS OF DE 


31, 1991 UNLESS OTHERWISE INDICATED.) 


VENDOR: Tate & Lyle/Amstar 


CURRENT RATIO 


1. Enter Current Assets 


2. Enter Current Liabilities 


3. Current Ratio (Line 1/Line 2) 


DEBT TO ASSETS RATIO 


1. Enter Total Debt 

1254 

2. Enter Total Assets 

1750 

3. Debt To Assets Ratio (Line 1/Line 2) 

.72 


PROFIT MARGIN ON SALES 


1. Enter Net Incoroe 

70 

2. Enter Sales 

2088 

3. Profit Margin On Sales (Line 1/Line 2) 

3.4% 


RETURN ON TOTAL ASSETS 


1. Enter Net Income 

70 

2. Enter Total Assets 

1750 

3. Return On Total Assets (Line 1/Line 2) 

4.0% 


EARNINGS PER SHARE: 


CONFIDENTIAL. .Not to be removed from Philip Morris Materials Purchasing Depa rtm e nt . 
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(MILLIONS OF DOLLARS; ALL DATA AS OF DE 


31, 1991 UNLESS OTHERWISE INDICATED.) 


VENDOR: Savannah 


CURRENT RATIO 


1. Enter Current Assets 

357 

310 

319 

2. Enter Current Liabilities 

223 

179 

201 

3. Current Ratio (Line 1/Line 2) 

1.60 

1.73 

1.59 


DEBT TO ASSETS RATIO 


1. Enter Total Debt 

358 

295 

312 

2. Enter Total Assets 

582 

496 

482 

3. Debt To Assets Ratio (Line 1/Line 2) 

.62 

.59 

.65 


PROFIT MARGIN ON SALES: 


1. Enter Net Income 

38 

49 

41 

2. Enter Sales 

1200 

1214 

1097 

3. Profit Margin On Sales (Line 1/Line 2) 

3.2% 

4.0% 

3.7% 


RETURN ON TOTAL ASSETS 


1. Enter Net Income 

38 

49 

41 

2. Enter Total Assets 

582 

496 

482 

3. Return On Total Assets (Line 1/Line 2) 

6.5% 

9.9% 

8.5% 


EARNINGS PER SHARE: 


CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Depa r tm ent . 
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C— 231 


(MILLIONS OF DOLLARS; ALL DATA AS OF DEI 


31, 1991 UNLESS OTHERWISE INDICATED.) 


VENDOR: Savannah 

1988 



CURRENT RATIO: 

1. Enter Current Assets 

260 



2. Enter Current Liabilities 

166 



3. Current Ratio (Line 1/Line 2) 

1.57 




DEBT TO ASSETS RATIO: 


1. Enter Total Debt 

261 



2. Enter Total Assets 

395 



3. Debt To Assets Ratio (Line 1/Line 2) 

.66 




PROFIT MARGIN ON SALES: 


1. Enter Net Income 

20 



2- Enter Sales 

917 



3. Profit Margin On Sales (Line 1/Line 2) 

2.2% 




RETURN ON TOTAL ASSETS: 


1. Enter Net Income 

20 



2. Enter Total Assets 

395 



3. Return On Total Assets (Line 1/Line 2) 

8.5% 





1 

EARNINGS PER SHARE: 

in 

• 
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C-132 


1988 - 92 BUYING HISTORY AND 1993 BUYING PLAN 



1988 

1989 

1990 

1991 

1992 (E) 

1993 (P) 

TOTAL QUANTITY 

15.9 M 

15.6 M 

16.3 ii 

16.1 s 

16.3 H 

16.8 M 

SUPPLIER 

% 

% 

% 

% 

% 

% 

Domino 

45.0 

45.1 

48.0 

50.0 

50.0 

50.0 

Savannah 

55.0 

54.9 

52.0 

50.0 

50.0 

50.0 



















































1 

i 1 
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\t®al 


1993 DIRECT MATHffAL BUYING PLAN 
SUMMARY PAGE 


Material Code/Super Class 03-510A Description _ Lass _ 

Unit of Measure kg Std. Cost $ 33.00 Est. $ Purchase _ 462,000 

Est. Usage _ 14,000 _ Est. Purch. Quantity _ 14,000 


Supplier Name 

Annual Purchases 

Est. 1992 Proj. 1993 

Commitment (*) 

Overall 

Evaluation 

Units 

% 

Units 

% 

1. Aj inonioto 

10,000 

71.4 

4,000 

28.5 

2 - Annual 

2.86 

2. Degussa 

2,000 

14.3 

0 

0 



3. Monsanto 

2,000 

14.3 

6,000 

43.0 

2 - Annual 

3.71 

4. Unassigned * 



4,000 

28.5 



5. 







6. 







7. 







8. 







9. 







10. 



• 




Total 

14,000 

100.0 

14,000 

100.0 




* 1. Contract 2. Purchase Order 3. Other 


* Unassigned volume will most likely go to Monsanto, 

but we are currently qualifying their process. Page _1_ of _8_ 

Class/Code 03-510A . 

Approval jT y D ate: SV9 ? 

TOPOP~rPO* Prepared ^ G. L. Nixon £ Date; ll/6/92_ 

iU u G O 6 I J Ou 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 
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OBJECTIVE S^TRATEGIES 


PURCHASING OBJECTIVES: 


o Strenthen long-term supply security 
o Reduce costs 

o Reduce inventory 

STRATEGIES TO MEET OBJECTIVES: 

o Develop and qualify Nutrasweet as a sole source supplier with a second back-up manufacturing facility. 

o Develop a cost formula with Nutrasweet to assure long-term cost control. Initial contract should be 
$30-32/kg. depending on ultimate yields. 

FUTURE SUPPLY OUTLOOK: 


o Excellent if Nutrasweet manufacturing process qualification is successful. They are basic in aspartic acid, the 
precursor for this product and aspartame. They have just signed long-term contracts with KGF, Coke, and Pepsi 
for aspartame (Nutrasweet). Ajinomoto and Degussa will continue supplying Lass to the pharmaceutical 
industry. If qualification is unsuccessful, then supply will be adequate only at higher prices. 

INVENTORY POLICY: 

o Currently it's 3-4 months due to long lead time of imported product, 
o Proposed: 1-2 months at Philip Morris and 6-8 months at Nutrasweet. 
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Philip #■ s U.S.A. 
Materials Purchasing 


1993 Direct Material Buying Plan 


Material Cods/Supar Class 
Unit of Measuia 


Five-Year Buying Plan Projection 

Q3-51QA _ Description _ Lass _ , 

lbs. Forecast Date November 1962 


Supplier Name 

1993 

1994 

1995 

1996 

1997 

Units 

% 

P 

Units 

% 

p 

Units 

% . 

p 

Units 

% 

P 

Units 

% 

a 

Ajinomoto 

4,000 

28.6 

r> 

0 

0.0 

n 

0 

0.0 

n 

0 


n 

0 

0.0 

E 

Monsanto 

6,000 

42.9 

n 

15,000 

100.0 

Y 

15,000 

100.0 

Y 

15,000 


B 

15,000 



Unassigned 


28.6 


0 



0 

0.0 


0 

0.0 


0 

Q.O 




































































































! 







i 







... - ...—. 

14,000 


i 

15,000 

100.0 


15,000 

100.0 


15,000 

100.0 


15,000 


I 


ISSUES: 

o Monsanto’s manufacturing process qualification is nearly complete. 

o Ajinomoto and Degussaare off-shore sources, and questionable in terms of long-term security, 
o Monsanto offers a cost, service, and security advantage. 


£96£62 fSOS 
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C—136 


SUPPLIER EVALUATION 



SUPPLIER 

Ajinomoto 

Monsanto 


WEIGHT 

USING LOCATION 

Park 500 

Park 500 


20 

A. 

COST FACTORS 






1. DELIVERED COST/# 

3 (36.00) 

4 (34.50) 



50 



20 

2. VOLUME INCENTIVES 

3 

4 



n/a 

3. COST SAVINGS PROVIDED 





30 

4. PRICE LEADERSHIP 

2 

3 



TOTAL COST RATING 

2.70 

3.70 


20 

B- 

QUALITY FACTORS 

1. % REJECTS 

A 

to* 



33 





33 

2. QUALITY CONTROL 

3 

4 



33 

3. PROCESSABILITY/ 
MACHINABILITY 

4 

4 



TOTAL QUALITY RATING 

3.60 

3.60 


10 

C. 

TOTAL SERVICE RATING 

2.50 

* 3.00 * 


50 

D. 

TOTAL SECURITY RATING 
(SEE PAGE(S) ) 

2.70 

3.90 


100% 

OVERALL RATING 

2.86 

3.71 



Page 4 _ of _8 
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SECURITY EVALUATION 


WEIGHT 

™ SUPPLIER 

Ajinomoto 

Monsanto 

- 


D. SECURITY 

L-aspartic acid captive 

L-Aspartic from 


10 

1. RAW MATERIALS 

NH^ - purchased 

Aspartic Acid used 




Enzymatic microbiologi- 

for Nutrasweet 




cal reaction 3 

4 


10 

2. CAPACITY 

30,000 kgs/year 

50,000 kgs/year 




3 

4 


NA 

3. FLEXIBILITY 

N-A. 

Contingent 





Manufacturing 


10 

4. SUPPLIER INVENTORY 

Inv.1,000 kgs in Raleigh 

x 6000 kgs 




NC when req.by agrmt 2 

4 


20 

5. PLANTS & LOCATIONS 

Tokyo, Japan 

Georgia 




2 

4 


10 

6. LABOR 





a. UNION 

Company Union 0 




b. CONTRACT 





EXPIRATION BATE 

i 




c. SITUATION 

3 




d. SCORE 

4 

4 


10 

7. ENERGY 

Electricity/Some Steam 3 

Electricity/Oil 3 


NA 

8. EPA COMPLIANCE 

N.A. 

N.A, 


10 

9. FINANCIAL 

i 




STRENGTH (SEE PAGE(S) ) 

' 3 

4 


10 

10. CORPORATE MANAGEMENT 





STRENGTH 

3 

4 


10 

11. CORPORATE MANAGEMENT 





COMMITMENT 

2 

4 


100% 

TOTAL SECURITY RATING 

2.70 

3.90 



S96£6S£S0S 
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FINANCIAL ANALYSIS WORKSHEET 

(MILLIONS OF YEN; ALL DATA AS OF DECEMBR^Bl, 1991 UNLESS OTHERWISE INDICATED.) 


VENDOR: Ajinomoto 


CURRENT RATIO: 


1. Enter Current Assets 


2. Enter Current Liabilities 


3. Current Ratio (Line 1/Line 2) 


DEBT TO ASSETS RATIO: 


1. Enter Total Debt 


2. Enter Total Assets 


3. Debt To Assets Ratio (Line 1/Line 2) 


PROFIT MARGIN ON SALES: 


1. Enter Net Income 


2. Enter Sales 


3. Profit Margin On Sales (Line 1/Line 2) 


RETURN ON TOTAL ASSETS 


1. Enter Net Income 


2. Enter Total Assets 


3. Return On Total Assets (Line 1/Line 2) 


EARNINGS PER SHARE: 




1991 

1990 


326,315 

356,489 

197,458 

213,290 

1.65 

1.67 


377,965 

378,734 

731,563 

726,275 

.52 

.52 



12,164 

14,002 

593,964 

541,854 

2.0% 

2.6% 



12,164 


731,563 


1.7% 


EARNINGS PER SHARE: |_|_ 545.4 yen 

CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. 


14,002 


726,275 


.9 


536.9 yen 
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C-139 


FINANCIAL ANALYSIS WORKSHEET 

(MILLIONS OF DOLLARS; ALL DATA AS OF DECElAR 31, 1991 UNLESS OTHERWISE INDICATED.) 


VENDOR: Monsanto 

1991 

1990 

1989 


CURRENT RATIO 


1. Enter Current Assets 

3,711 

3,513 

3,248 

2. Enter Current Liabilities 

2,175 

2,190 

1,922 

3. Current Ratio (Line 1/Line 2) 

1.71 

1.60 

1.69 


DEBT TO ASSETS RATIO 


1. Enter Total Debt 

5,573 

5,147 

4,663 

2. Enter Total Assets 

9,227 

9,236 

8,604 

3. Debt To Assets Ratio (Line 1/Line 2) 

.60 

.56 

.54 


PROFIT MARGIN ON SALES 


1. Enter Net Income 

296 

546 

679 

2. Enter Sales 

8,864 

8,995 

8,681 

3. Profit Margin On Sales (Line 1/Line 2) 

3.3% 

6.1% 

7.8 


RETURN ON TOTAL ASSETS 


1. Enter Net Income 

296 

546 

679 

2. Enter Total Assets 

9,227 

9,236 

8,604 

3. Return On Total Assets (Line 1/Line 2) 

3.2% 

5.9% 

7.9% 


EARNINGS PER SHARE: 


CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Depar tme nt. Pa 

Cl 

Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 
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1988 - 92 BUYING HISTORY AND 1993 BUYING PLAN 



1988 

1989 

1990 

1991 

1992 (E) 

1993 (P) 

TOTAL QUANTITY 

11,000 

11,350 

13,668 

14,000 

14,000 

14,000 

SUPPLIER 

% 

% 

% 

% 

% 

% 

Ajinomoto 

45.5 

57.0 

75.0 

71.4 

71.4 

28.5 

Degussa 

54.5 

43.0 

25.0 

28.6 

14.3 

0 

Monsanto 

0 

0 

0 

0 

14.3 

43.0 

Unassigned 






28.5 































I 

1 
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1993 DIRECT Mfl' 


iT^nllL 


BUYING PLAN 


SUMMARY PAGE 


Material Code/Super Class 03-782A Description _ Urea _ 

Unit of Measure lb. Std. Cost $ .1250 _ Est. $ Purchase 297,250 

Est. Usage 2,378,000 _ Est. Purch. Quantity 2,378,000 _ 


Vendor Name 

Annual Purchases 

Est. 1992 Proj. 1993 

Commitment (*) 

Overall 

Rating 

Units 

% 

Units 

% 

1- BP Chemical 

1,814,400 

80 

1,784,000 

75 

2 - Quarterly 

3.38 

2. Arcadian 

432,000 

20 

594,000 

25 

2 - Quarterly 

3.24 

3. 







4. 







5. 







6. 







7. 




■ 



8. 




■ 



9. 







10. 







Total 

2,246,400 

100.0 

2,378,000 

100.0 




* 1. Contract 2. Purchase Order 3. Other 


EXPLANATION 


696£62 FS03 


Page _1_ of _8_ 

Class/Code 03-782A 

Approval Q yC Date: /V//9 £ 

Prepared By °G. L. Nixon //D ate:_ 
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OBJECTIVES/STRATEGIESfISSUES 




OBJECTIVE : TO REDUCE MATERIAL COSTS WITH NO CORRESPONDING DECREASE IN QUALITY, SERVICE, OR SECURITY. 
PROJECTED 1993 SAVINGS: $ 30,000 _ 


STRATEGIES TIMETABLE 

o During 1993, investigate the feasibility of a multiyear agreement at a lower 1994 

delivered price. Included in this agreement might be a discount on 

o Continue to evaluate the use of supersacs at Park 500. This packaging is available 
from both suppliers. Savings of approximately $45 M/yr. can be achieved in just the 
delivered cost of the product. There should also be internal operations savings 
and reduced environmental waste. 


OTHER ISSUES : 

o Liquid urea is not economically feasible. 

o Consolidating to a sole source to achieve a lower cost would increase PM's security 

risk. PM must have urea free of formaldehyde and there are only two plants in the U.S. 
who can meet that requirement. 
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Phi^torris USA. 
Materials Purchasing 


1993 (Direct Ma teri al Buying. Plan 


Five-Year Buying Plan Projection 


Material Code/Super Class Q3-7B2A _ Description Urea 

Unit of Measure lbs Forecast Date November 1992 


Supplier Name 

1993 

1994 

1995 

1996 

1997 

Units 

% 

f 

Units 

% 

P 

Units 

% 

p 

Units 

% 

p 

Units 

% 

5 

EL P. Chemical 

1,900,000 

79.9 

B 

2,040,000 


y 

1,992,000 

80.0 

a 

1,976,000 

80.0 

a 

2,010,400 

80.0 

a 

Arcadian 

473,000 


e 

510,000 

20.0 

E 

493,000 

20.0 

E 

494,000 

20.0 

s 

502,600 

20.0 

e 













i 







































































































— 














2,373,000 

100.0 

i 

2,550,000 

100.0 


2,490,000 

100.0 


2,470,000 


■ 

2,513,000 

100.0 

■ 


ISSUES: o Continue to pursue semi-bulk handling systems, and a semi-fast flow operation with Park 500. 

o Investigate the feasibility of negotiating lower C02 cost thru BP or Arcadian who are major suppliers 
to Liquid, and Airco. 

o Continue to strengthen the partnership with BP, while keeping Arcadian as a backup source. 


T£6£6SIS03 
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SUPPLIER EVALUATION 


WEIGHT 

SUPPLIER 

BP Chemical 

Arcadian 


USING LOCATION 

Park 500 

Park 500 


20 

20 

20 

40 

A. 

COST FACTORS 

1. DELIVERED COST/# 

$.120 

4 

$.120 

4 


50 

0 

2. VOLUME INCENTIVES 

N/A 

N/A 


10 

3. COST SAVINGS PROVIDED 

3 

50 lbs bags 
only 1 


40 

4. PRICE LEADERSHIP 

3 

3 


TOTAL COST RATING 

3.00 

3.30 


B. 

QUALITY FACTORS 

1. % REJECTS 

0% 

3 

0% 

3 

Urea is not tested 

40 

40 

2. QUALITY CONTROL 

3 

(No Facilities) 2 


20 

3. PROCESSABILITY/ 
MACHINABILITY 

3 

3 


TOTAL QUALITY RATING 

3.40 

3.40 


C. TOTAL SERVICE RATING 

4.00 

4.00 


D. TOTAL SECURITY RATING 
(SEE PAGE(S) ) 

3.25 

2.75 


100% 

OVERALL RATING 

3.38 

3.24 


Page 4 of 8 


U6E6SIS9S cla6s/Code - 

Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 























C—145 


SECURITY EVALUATION 


WEIGHT 

W SUPPLIER 

BP Chemical 

Arcadian 

- 

10 

D. SECURITY 

1. RAW MATERIALS 

Natural Gas 

NH 

°°’ 

Natural Gas 

NH 

°° 2 



5 

2. CAPACITY 

450 TPD 

4 

300 TPD 

3 



5 

3. FLEXIBILITY 

2 

2 



10 

4. SUPPLIER INVENTORY 

30-60 days 

14M lbs. 5 

15-30 days 

3 



15 

5. PLANTS & LOCATIONS 

Lima, OH 

3 

Augusta, Ga. 

2 



15 

6. LABOR 

a. UNION 

b. CONTRACT 

EXPIRATION DATE 

c. SITUATION 

d. SCORE 

OCAW 0 

2/17/93 0 

Very Good 3 

3 

Non-Union 1 

- 1. 

Fair 2 

4 



10 

7. ENERGY 

Nat Gas/Elec. 3 

Nat.Gas/Elec. 3 



10 

8. EPA COMPLIANCE 

3 

3 



10 

9. FINANCIAL 

STRENGTH (SEE PAGE(S) 5&6) 

3 

2 



5 

10. CORPORATE MANAGEMENT 

STRENGTH 

3 

2 



5 

11. CORPORATE MANAGEMENT 
COMMITMENT 

3 

2 



100% 

TOTAL SECURITY RATING 

3.25 

2.75 



e/.6e6s^os ^_§_ of _ s 

Class/Code _03-782A 
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FINANCIAL ANALYSIS WORKSHEET 

(MILLIONS OF POUNDS; ALL DATA AS OF DECEME^31, 1991 UNLESS OTHERWISE INDICATED.) 


VENDOR: BP Chemicals 

1992 

1991 

1990 


CURRENT RATIO 


1. 

Enter 

Current 

Assets 

2. 

Enter 

Current 

Liabilities 

3. 

Current Ratio 

(Line 1/Line 2) 



DEBT TO ASSETS RATIO 


1. Enter Total Debt 


2. Enter Total Assets 


3. Debt To Assets Ratio (Line 1/Line 2) 


PROFIT MARGIN ON SALES 


1. Enter Net Income 

2. Enter Sales 

3. Profit Margin On Sales (Line 1/Line 2) 


9,948 

10,356 

9,504 

9,610 

1.05 

1.08 


20,458 

19,456 

31,792 

30,697 

.64 

.63 


415 

32,613 

1.3% 


1,688 

33,039 

5.1% 


RETURN ON TOTAL ASSETS: 

1. Enter Net Income 415 

2. Enter Total Assets ' 32,613 

3. Return On Total Assets (Line 1/Line 2) 1.3% 

EARNINGS PER SHARE: .0* 

CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. 
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FINANCIAL ANALYSIS WORKSHEET 

(MILLIONS OF POUNDS; ALL DATA AS OF DECEM|^ 31, 1991 UNLESS OTHERWISE INDICATED.) 



VENDOR: BP Chemicals 

1989 

1988 

1987 

CURRENT RATIO: 

1. Enter Current Assets 

9,161 

7,086 

8,398 

2. Enter Current Liabilities 

9,568 

7,978 

8,233 

3. Current Ratio (Line 1/Line 2) 

.96 

.89 

1.02 


DEBT TO ASSETS RATIO: 


1. Enter Total Debt 

20,174 

17,191 

15,605 

2. Enter Total Assets 

31,615 

29,323 

26,874 

3. Debt To Assets Ratio (Line 1/Line 2) 

.64 

.59 

.58 


PROFIT MARGIN ON SALES 


1 . 

Enter Net Income 

2,134 

1,210 

1,391 

2. 

Enter Sales 

29,641 

25,922 

28,328 

3. 

Profit Margin On Sales (Line 1/Line 2) 

7.2% 

4.7% 

4.9% 


RETURN ON TOTAL ASSETS 


1. Enter Net Income 

2,134 

1,210 

1,391 

2. Enter Total Assets 

31,615 

29,323 

26,874 

3. Return On Total Assets (Line 1/Line 2) 

6.7% 

4.1% 

5.4% 


EARNINGS PER SHARE: 


CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. 
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C-148 



• • 

1988 - 92 BUYING HISTORY AND 1993 BUYING PLAN 



1988 

1989 

1990 

1991 

1992 (E) 

1993 (P) 

TOTAL QUANTITY 

2.07 M 

1.90 M 

2.30 M 

2.40 M 

2.25 M 

2.38 M 

SUPPLIER 

% 

% 

% 

% 

% 

% 

B P Chemical 

98 

86 

80 

80 

80 

80 

Arcadian 

2 

14 

20 

20 

20 

20 



















































! 

i 
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1993 DIRECT MATERIAL BUYING PLAN 
SUMMARY PAGE 


Material Code/Super Class 04-029A Description_ Isosweet _ 

Unit of Measure lb. Std. Cost $ . 125347 Est. $ Purchase_ $1,941,506 

Est. Usage_ 15,489,051 _ Est. Purch. Quantity 15,489,051 


Supplier Name 

Annual Purchases 

Est. 1992 Proj. 1993 

Conmitment {*) 

Overall 

Evaluation 

Units 

% 

Units 

% 

1. A. E. Staley 

4,880,369 

31.2 

5,000,000 

31 

1 - Annual 

3.0 

2. Corn Products 

7,877,880 

50.4 

6,000,000 

38 

1 - Annual 

3.3 

3. ADM 

191,977 

1.2 

0 

0 

— 

m 

4. American Maize 

176,619 

1.1 

0 

0 


m 

5. Cargill 

2,497,244 

16.1 

5,000,000 

31 

1 - Annual 

3.3 

6. 







7. 







8. 







9. 







10. 







Total 

15,624,089 

100.0 

* 16,000,000 

100.0 




* 1. Contract 2. Purchase Order 3. Other 

* Notes; 

1) Based on forecast of 331B cigt. 

2) Projected requirements for 1993 includes substitution 
of isosweet for sugar in Brica Blend (~500,000 lbs) 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 
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OBJECTIVES/STRATEGIES/ISSUES 




OBJECTIVE: TO REDUCE MATERIAL COSTS WITH NO CORRESPONDING DECREASE IN QUALITY,, SERVI CE, OR SECURITY. 
PROJECTED ANNUAL SAVINGS: $ See Below_ 


STRATEGIES 

1) Evaluate isosweet as an alternate humect ant replac e m ent for propylene glycol and glycerine 
in sheet material. 

a) Internal evaluation of 1:1 replacement 

b) Management decision based on results 

c) Initiate implementation 

Annual estimated savings if appr o v ed and implemented = $2.6 MM 


TIMETABLE 


Ongoing 
3rd qtr 1993 
4th qtr 1993/ 
1st qtr 1994 


2) Evaluate the replacement of sucrose with isosweet 

2nd qtr 1993 
3rd qtr 1993 
2nd qtr 1993 

Estimated savings if a pp rov e d and implemented: 

A - Brica Blend = $89,000 
B - 100% replacement * $2.3 MM 

OTHER ISSUES: 


a) Internal subjective evaluatians/reccamendatians 

b) Conduct POL tests, if needed. 

c) Initiate substitution in Brica blend 


If the above projects were ap prov e d, the annual requirem en t s for isosweet would increase to 38.3 MM lbs. 

3) Synergy - Continue to participate in the Joint Purchasing Council for Corn Sweetners. Projected savings for PMUSA 
for 1993 above 1992 should exceed $100,000. 
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PURCHASING OBJECTIVES: 


STRATEGIES TO MEET OBJECTIVES: 


ISSUES: 




OBJECTIVES /STRATEGIES 




To control cost of material without jeopardizing supply security or quality. 


1. Continue to participate in synergy efforts with KGF and Miller. 

2. Identify 2-3 suppliers capable of forming longer term Strategic Supplier 
Alliance Partnerships. 

3. Strengthen the relationships with these suppliers to ensure long-term 
competitive positions within the industries that PM Cos. compete. 

4. Utilize suppliers closest to the manufacturing facilities to optimize 
freight costs. 

5. Continue to expand Cargill's territory to include a more significant 
percentage of PM's overall requi re m ent s. 


Inventory Capabilities - Monitor status of R&D projects and wort with plant 
management to ensure adequate storage space exists or has been planned for 
the proposed additional requirem ents . 

Pricing/Supply Outlook - Corn prices should stay stable due to higher than 
originally forecasted pr od uct ion. 
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Philip MRns U.S.A. 
Materials Purchasing 


1993 Direct Material Buying Plan 

Five-Year Buying Plan Projection 

Material Cbde/Super Class 04-029A 
Unit of Measure lb. 


Description Iso sweet 
Forecast Date 10/22/92 


Supplier Name 

1993 

1994 

1995 

1996 

1997 

Units 

% 

p 

Units 

% 

G 

Units 

% 

P 

Units 

% 

p 

Units 

% 

3 

A. E. Staley 

5,000,000 

31,3 

n 

8,368,859 

50.0 

B 

8,402,373 

50.0 

y 

8,502,188 

50.0 

y 

8,615,288 

50.0 

fl 

CPC 

6,000,000 

37.5 

n 

0 

0.0 


0 

0.0 


0 

0.0 


0 

0.0 

1 

Cargill 

5,000,000 

31.3 

n 

8,368,859 


y 

8,402,373 

sao 

B 

8,502,188 

50.0 

y 

8,615,288 

50.0 

fl 






































































































-1 




_ 







i 

16,000,000 

100.0 

i 



! 

16,804,746 

100.0 


17,004,376 

100.0 


17,230,576 

100.0 

I 


ISSUES: 

1) Volu mes shown do not reflect increased requirements that may occur due to ongoing 
R&D projects, alternate humectant program and isosweet replacement for sugar. 

2) During 1993, the joint sweetner council will assess the three main suppliers’capabilities 
and identify two long-term strategic partners. 

3) Increased volume with Staley based on resolving quality issues. 


08GS62FS0S 
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SUPPLIER EVALUATION 



Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 





WEIGHT 



SUPPLIER 

D. 

SECURITY 

1 . 

RAW MATERIALS 

2. 

CAPACITY 

3. 

FLEXIBILITY 





. SUPPLIER INVENTORY 


5. PLANTS S LOCATIONS 


6. LABOR 

a. UNION 

b. CONTRACT 
EXPIRATION DATE 

c. SITUATION 

d. SCORE 

7. ENERGY 

8. EPA COMPLIANCE 

9. FINANCIAL 

STRENGTH (SEE PAGE(S)7-10) 

10. CORPORATE MANAGEMENT 
STRENGTH 

11. CORPORATE MANAGEMENT 
COMMITMENT 

TOTAL SECURITY RATING 


SECURITY 


Staley 


Domestic Corn 
Spot/Contract 


867 nmlbs Loudon 
4300 nmlbs Total 



Com Products 


Domestic Com 
Spot/Contract 


Cargill 


Domestic Com 
Spot/Contract 


407 nmlbs Winston Salem 1,189 nmlbs Dayton, OH 
4 1668nmlbs Total 4 3,500 nmlbs Total 4 



20-30 days off peak 
10-15 days during peak 

3 

Average 2 weeks 

3 weeks off peak 

1 week during peak 3 

Minimal Inventory 

Loudon, TN (N.A.) 

Winston-Salem, NC 

Dayton, OH 

Lafeyette, IN (N.A.) 

Argo,IL (Atomic & Chem) 

Eddyville, OH (nonunion) 

Decatur, IL (9/30/92) 4 

Four Other Plants 4 

4 

1 (none) 

1 (none) 

Amalgamated Grain 



Millers 

1 

1 

1 (1993) 

3 

3 

3 

4 

5 

3 

Coal/Oil 3 

Coal/Wood/Chips/Gas 3 

Coal/Oil/Gas * 4 



S86£6ZrS0S 
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o 


FINANCIAL AN, 
(MILLIONS OF DOLLARS; ALL DATA AS OF DE 


[AUKS WORKSHEET 

31, 1991 UNLESS OTHERWISE INDICATED.) 


SUPPLIER: Tate & Lyle/Staley 

1991 

1990 

1989 

CURRENT RATIO: 

1. Enter Current Assets 

954 

880 

892 

2. Enter Current Liabilities 

755 

699 

882 

3. Current Ratio (Line 1/Line 2) 

1.26 

1.26 

1.0 


DEBT TO ASSETS RATIO: 


1. Enter Total Debt 

1,378 

1,233 

1,470 

2. Enter Total Assets 

2,113 

1,817 

1,953 

3. Debt To Assets Ratio (Line 1/Line 2) 

.65 

.68 

.75 


PROFIT MARGIN ON SALES: 


1. Enter Net Income 

146 

177 

113 

2. Enter Sales 

3,263 

3,432 

3,360 

3. Profit Margin On Sales (Line 1/Line 2) 

4.5% 

5.2% 

3.4% 


RETURN ON TOTAL ASSETS: 


1. Enter Net Income 

146 

177 

113 

2. Enter Total Assets 

2,113 

1,817 

1,953 

3. Return On Total Assets (Line 1/Line 2) 

6.9% 

9.7% 

5.8% 





EARNINGS PER SHARE: 

.33 

.30 

• 

ro 


CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. 

*Tate & Lyle acquire Amstar 

£ 8 6 £ 61 , tQdZ Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 
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FINANCIAL AN ALIMS WORKSHEET 


(MILLIONS OF DOLLARS; ALL DATA AS OF DE 


cemBk 


31, 1991 UNLESS OTHERWISE INDICATED. 


) 



SUPPLIER: Tate & Lyle/Staley 

* 1988 * 

1987 


CURRENT RATIO: 

1. Enter Current Assets 

861 

548 


2. Enter Current Liabilities 

593 

328 


3. Current Ratio (Line 1/Line 2) 

1.5 

1.7 



DEBT TO ASSETS RATIO: 


1. Enter Total Debt 

1,254 

482 


2. Enter Total Assets 

1,750 

874 


3. Debt To Assets Ratio (Line 1/Line 2) 

.72 

.55 



PROFIT MARGIN ON SALES: 


1. Enter Net Income 

70 

70 


2. Enter Sales 

2,088 

1,701 


3. Profit Margin On Sales (Line 1/Line 2) 

3.4% 

4.1% 



RETURN ON TOTAL ASSETS: 


1. Enter Net Income 

70 

. ... ' 

70 


2. Enter Total Assets 

1,750 

874 


3. Return On Total Assets (Line 1/Line 2) 

4.0% 

8.0% 



EARNINGS PER SHARE: 


.22 


.18 


CONFIDENTIAL. .Not to be removed from Philip Morris Materials Purchasing Department. 
*Tate & Lyle acquire Amstar 
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FINANCIAL AN; 
(MILLIONS OF DOLLARS: ALL DATA AS OF DE 



CS WORKSHEET 

R 31, 1991 UNLESS OTHERWISE INDICATED.) 


1990 

1989 


1,714 

1,427 

1,554 

1,197 

1.103 

1.1927 


3,037 

2,487 

4,490 

3,705 

.6764 

0.6713 


374 

328 

5,781 

5,103 

6.5% 

6.4% 


374 

328 

4,490 

3,705 

8.3% 

8.8% 


4.83 

4.22 


Purchasing Department. Page 9 _ of n 

Class Code 03-029A 


.ucsf.edu/docs/skxl0000 
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FINANCIAL ANAL^IKS 


(MILLIONS OF DOLLARS; ALL DATA AS OF DE 


.cbA 


WORKSHEET 

31, 1991 UNLESS OTHERWISE INDICATED.) 


SUPPLIER: CPC International 

1988 

1987 


CURRENT RATIO: 


1. Enter Current Assets 

1,262 

1,320 


2. Enter Current Liabilities 

1,164 . 

1,554 


3. Current Ratio (Line 1/Line 2) 

1.0845 

1.103 



DEBT TO ASSETS RATIO: 


1. Enter Total Debt 

2,148 

2,174 


2. Enter Total Assets 

3,342 

3,261 


3. Debt To Assets Ratio (Line 1/Line 2) 

0.6426 

0.6668 



PROFIT MARGIN ON SALES: 


1. Enter Net Income 

289 

355 


2- Enter Sales 

4,700 

4,903 


3. Profit Margin On Sales (Line 1/Line 2) 

6.2% 

.0724 



RETURN ON TOTAL ASSETS: 


1. Enter Net Income 

289 

355 


2. Enter Total Assets 

3,342 

3,261 


3. Return On Total Assets (Line 1/Line 2) 

8.7% 

0.1088 



EARNINGS PER SHARE: 


3.68 


4.83 


CONFIDENTIAL. .Not to be r emo v e d from Philip Morris Materials Purchasing Depa rtment . Page_ID_ o f 11 

Class Code _04-029A 
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1988 - 92 BUYING HISTORY AND 1993 BUYING PLAN 



1988 

1989 

1990 

1991 

1992 (E) 

1993 (P) 

TOTAL QUANTITY 

14,414 H 

14,331 M 

15,523 H 

15,364 M 

15,624 H 

16,000 M 

SUPPLIER 

% 

% 

% 

% 

% 

% 

Staley 

21.6 

30.0 

29.3 

28.3 

31.2 

31 

CPC 

37.9 

40.0 

42.7 

48.3 

50.4 

38 

ADM 

31.2 

20.0 

11.8 

8.0 

1.2 

0 

American Maize 

9.3 

10.0 

8.6 

8.1 

1.1 

0 

Cargill 

0 

0 

7.6 

7.3 

16.1 

31 
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1993 DIRECT MATHRAL BUYING PLAN 
SUMMARY PAGE 


Material Code/Super Class 04-035A Description P.M. Flavor S-600 
Unit of Measure Gal. Std. Cost $ 58.9050 Est. $ Purchase $ 823,845 

Est. Usage 13,986 gals _ Est. Purch. Quantity _13,986_ 


Vendor Name 

Annual Purchases 

Est. 1992 Proj. 1993 

Commitment (*) 

Overall 

Rating 

Units 

% 

Units 

% 

1. C.F. Sauer 

11,988 

100 

13,986 

100 

2 (Quarterly) 

A 

2. 







3. 







4. 







5. 







6. 







7. 







8. 







9. 







10. 



v 




Total 

11,988 

100.0 

13,986 

100.0 




* 1. Contract 2. Purchase Order 3. Other 


EXPLANATION 

1992 Projected use 13,854 gals 

1993 usage based on forecast of 331B cigarettes 


886E6S TSOS 


Page _1_ of _9_ 

Class/Code 04-035A ^ , „ 

Approval Date: n/id hr \ 

Prepared ~C. M. Comes ^ )ate: / o/, y/f 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 
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objectiveSWtrategies 


PURCHASING OBJECTIVES: 


1) To reduce cost of 04-035A without impacting quality or security. 

2) To optimize supplier base to consolidate volumes and expenditures with 
committed suppliers. 


i 


PURCHASING STRATEGIES : 1) Meet with C. F. Sauer's management to evaluate their longterm business 

objectives. 

2) Evaluate capabilities of "Preferred Suppliers" to supply vanilla extract. 

3) Determine if opportunity exists with KGF business units to combine 
vanilla extract requirements. 


FUTURE SUPPLY OUTLOOK : The availability of Indonesian beans should continue to exert pressure on 

Bourbon bean pricing. However, until quality variability is improved, 
Indonesian beans will not be able to be substituted for Bourbon in PM's 
application. 


686868*302 
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Phil^^lorris U.S.A. 
Materials Purchasing 


1993 Direct Material Buying Plan 

Five-Year Buying Plan Projection 

Material Code/Super Class Q4-Q35A _ Description _ PM Flavor S-6QQ 

Unit of Measure _gal_ Forecast Date_ October 15, 1992 


Supplier Name 

1993 

1994 

1995 

1996 

1997 

Units 

% 

p 

Units 

% 

F 

Units 

% 

F 

Units 

% 

p 

Units 

% 

p _ 

C. F. Sauer 

13,986 

100.0 

£ 

14,985 

100.0 


15 , 3 t 8 

100.0 


15,651 

_ ___: _ 

100.0 


15,651 

100.0 

































































































u 
















1 










_ 


■N 

1 


HP 

1 







_ 



a 


1 

1 



1 


... — 

13,986 

100.0 


14,985 

100.0 


15,318 

100.0 

i 

15,651 

100.0 

L 

15,651 

100.0 

□ 


ISSUES: 


EOQ = 333 gals 


066C62fSG2 
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SUPPLIES 


SUPPLIER 


C. F. Sauer 


USING LOCATION 


Richmond (F/C) 


A. COST 


DELIVERED COST/UOM 


58.905/gal 



REBATE OFFERED (YES/NO) 


OVERALL COST (A/U) 


B. QUALITY 


h ACCEPTANCE 


OVERALL QUALITY (A/U) 


C. SERVICE 


(A/U) 


D. SECURITY (FROM PAGE(S) ) A/U 


OVERALL EVALUATION 
(NUMBER OF "A's"; 1-4) 


ACCEPTABLE 

UNACCEPTABLE 



T66S62FS0S 

n-nnr>T^t<-i •* tt* nrnr> t t\ T 

Source: nttps://www.industrydocurr 





























C—164 


SECURITY, 


^AL 


iUATION 


SUPPLIER 

C. F. Sauer 


-——-- 

SECURITY 

1. RAW MATERIALS 

Madagascar Vanilla Beans 
6-9 months inventory; 

1 year contract 



2. PLANTS & LOCATIONS 

Richmond, VA 



3. LABOR 

a. UNION 

b. CONTRACT EXPIRATION DATE 

c. SITUATION 

Bakery, Confectionary, 

& Tobacco Workers 

May 1, 1995 

Good 



4. ENERGY SOURCES 

Natural Gas/#6 Oil 



5. CAPACITY (A/U) 

38,000 gals/year 



6. FLEXIBILITY (A/U) 

A 



7. EPA COMPLIANCE (A/U) 

— 



8. FINANCIAL RATING (A/U) 

A 



9. CORPORATE MANAGEMENT 

STRENGTH (A/U) 

A 



10. CORPORATE MANAGEMENT 

COMMITMENT (A/U) 

U 



OVERALL SECURITY (A/U) 

A 




A = ACCEPTABLE Page _5_ of _9 

U = UNACCEPTABLE Class/Code 04-035A 

OR NUMERICAL RATING DEPENDING UPON MATERIAL 


S6G£6ST203 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 
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EXPLANAflroN (S) 

(REQUIRED FOR ALL "U" RATINGS) 


Financial Rating - C. F. Sauer is a privately owned company and only provides limited financial information. 


Corporate Management Committment - C. F. Sauer's business objectives may be shifting away from vanilla extract production 
to spice and vegetable oil production. During 1993, need to evaluate how and where Philip Morris fits into their longterm 
strategic plan. 


Page 6 _ of _9 
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FINANCIAL ANALYSIS WORKSHEET 

(MILLIONS OF DOLLARS; ALL DATA AS OF DECE^^l 31, 1991 UNLESS OTHERWISE INDICATED.) 


VENDOR: C. F. Sauer 


CURRENT RATIO 


1. Enter Current Assets 


2. Enter Current Liabilities 


3. Current Ratio (Line 1/Line 2) 


DEBT TO ASSETS RATIO 


1. Enter Total Debt 


2. Enter Total Assets 


3. Debt To Assets Ratio (Line 1/Line 2) 


PROFIT MARGIN ON SALES 


1. Enter Net Income 

2. Enter Sales 

3. Profit Margin On Sales (Line 1/Line 2) 



1992 

1991 



80,822 

82,042 

14,305 

19,938 

5.65 

4.11 



3,285 

3,692 

132,974 

132,905 

.02 

.03 


Not Available 


Not Available 


RETURN ON TOTAL ASSETS: 


1, Enter Net Income 


2. Enter Total Assets 


3. Return On Total Assets (Line 1/Line 2) 


EARNINGS PER SHARE: 



Not Available 


Not Available 


Not Available 


Not Available 


CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. 


Page _7_ 

Class Code 


of_9_ 

04-035A 


Financial Data as of March 31 for each year reported. 

P66S8SIS0S 
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FINANCIAL ANALYSIS WORKSHEET 

(MILLIONS OF DOLLARS; ALL DATA AS OF DBCKUAr 31, 1991 UNLESS OTHERWISE INDICATED.) 


VENDOR: C. F. Sauer 

1990 

1989 

1988 


CURRENT RATIO 


1. Enter Current Assets 

83,358 

79,941 

2. Enter Current Liabilities 

18,216 

19,664 

3. Current Ratio (Line 1/Line 2) 

4.58 

4.07 


DEBT TO ASSETS RATIO 


PROFIT MARGIN ON SALES 


1. Enter Net Income 

i- 

2. Enter Sales 

3. Profit Margin On Sales (Line 1/Line 2) 



1. Enter Total Debt 

3,248 

3,066 

2. Enter Total Assets 

124,252 

112,665 

3. Debt To Assets Ratio (Line 1/Line 2) 

.03 

.03 



Not Available 


RETURN ON TOTAL ASSETS: 

1. Enter Net Income 

2. Enter Total Assets 

3. Return On Total Assets (Line 1/Line 2) Not Available 

EARNINGS PER SHARE: Not Available 

CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. P 

C 

S66£65 f2QS 

Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 
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1988 - 92 BUYING HISTORY AND 1993 BUYING PLAN 



1988 

1989 

1990 

1991 

1992 (E) 

1993 (P) 

TOTAL QUANTITY 

12,987 

13,986 

14,988 

13,986 

11,988 

13,986 

SUPPLIER 

% 

% 

% 

% 

% 

% 

C. F. Sauer 

100 

100 

100 

100 

100 

100 














































V 
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1993 DIRECT MATES*!. BUYING PLAN 
SUMMARY PAGE 


Material Code/Super Class 04-288A _ Description Dispersant - 100-PG 

Unit of Measure lb. Std. Cost $ 1.2580 Est. $ Purchase 2,080,418 

Est. Usage 1,653,960 _ Est. Purch. Quantity _1,653,750_ 


Vendor Name 

Annual Purchases 

Est. 1992 Proj. 1993 

Commitment (*) 

Overall 

Rating 

Units 

% 

Units 

% 

1. Ajax 

1,458,730 

100 

1,289,890 

78 

2 (Quarterly) 

A 

2. Unassigned 

0 

0 

364,070 

22 

2 (Quarterly) 

TBD 

3 . 







4. 







5. 







6 . 







7. 







8 . 







9. 







10. 







Total 

1,458,730 

100.0 

1,653,750 

100.0 




* 1. Contract 2. Purchase Order 3. Other 


Page _1_ of _8_ 

Class/Code 04-288A 

Approval Q jCfjjL Date: 

Prepared By u C. M. Comes () Date: 10/15/92 


EXPLANATION 

Note: 

iGGSGSrSOS 
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OBJECTIVES/STRATEGIES/ISSUES 


PURCHASING OBJECTIVES: 


PURCHASING STRATEGIES: 


ISSUES 


8G6C6SFS0S 


Timetable 


1) To reduce material costs with no corresponding 
reduction in quality, service or security. 


1) Continue to pursue alternative manufacturers 
of this product: 

a. Review economic and enviromental 1st QTR 1993 

feasibility with new management at 

the Flavor Center. 

b. Pursue alternate manufacturer to 2nd QTR 1993 

compete with Ajax. 

2) Complete evaluation of financial and 
environmental impact of this project. 

3) Determine any special shelf-life 
requirements with R&D and Technical 
Services. 

4) Initiate implementation. 3rd QTR 1993 


1st QTR 1993 

Initiate 4th 
QTR 1992 


Shelf Life Currently, this material has a shelf life of 7-14 days. Ajax manufactures 

product weekly and does not maintain any finished goods inventory. In order 
to facilitate production of this material at the Flavor Center or another 
manufacturer and to provide adequate inventory protection, the shelf-life 
needs to be verified for this material. 

Savings Annual Direct Material Savings excluding capital/labor costs, would be 

approximately $700,000 if PM manufactured this product at the Flavor Center. 
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Phi^^Uarris U.S.A. 
Materials Purchasing 


1993 Direct Material Buying Plan 

Five-Year Buying Plan Projection 


Material Code/Super Class Q4-288A _ Description_ Dispersant 100 PQ 

Unit of Measure lbs_ Forecast Date October 22,1992 


Supplier Name 

1993 

1994 

1995 

1996 

1997 

Units 

% 

P 

Units 

% 

P 

Units 

% 

P 

Units 

% 

P 

Units 

% 

p 

Ajax 

1,239,890 

78.0 

n 

888,850 

50.0 

n 

0 

0.0 

n 

0 

0.0 

n 

0 

0.0 

n 

Unassigned 

364,070 

22.0 

n 

888,850 

50.0 

n 

1,734,425 

100.0 

P 

1,728,450 

100.0 

P 

1,759,895 

100.0 

P 
































































































I 
















I 
















1 


1,653,960 

100.0 


1,777,700 

100.0 


1,734,425 

100.0 


1,728,450 

100.0 


1,759,895 

100.0 



ISSUES: 


66GC6S 




Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 
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SUPPLIER VALUATION 


SUPPLIER 

Ajax 



USING LOCATION 

Park 500/BL 



A. COST 




DELIVERED COST/UOM 1. 

2 * 

3. 

1.235221/lb 









REBATE OFFERED (YES/NO) 

No 



OVERALL COST (A/U) 

A 




B. QUALITY 

(0.5%) A 



% ACCEPTANCE 

A 



OVERALL QUALITY (A/U) 

A 




C. SERVICE (A/U) 

A 




D. SECURITY (FROM PAGE(S) ) A/U 

A 




OVERALL EVALUATION 
(NUMBER OF "A's"; 1-4) 

A 




A = ACCEPTABLE 
U = UNACCEPTABLE 

OR NUMERICAL RATING DEPENDING UPON MATERIAL 

000*63IS OZ 
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SECURITY 


^\L1 


iUATION 



SUPPLIER 

Ajax 



SECURITY 

1. RAW MATERIALS 

PG - Arco 

Propyl Paraben - Kalama 

2 weeks each 



2. PLANTS & LOCATIONS 

Philadelphia, PA 

Chicago, IL 



3. LABOR 

a. UNION 

b. CONTRACT EXPIRATION DATE 

c. SITUATION 

Teamster Warehousing 

March 31, 1993 

3 



4. ENERGY SOURCES 

#4 Fuel Oil/Electric 



5. CAPACITY (A/U) 

(3.4 M lbs) A 



6. FLEXIBILITY (A/U) 

A 



7. EPA COMPLIANCE (A/U) 

A 



8. FINANCIAL RATING (A/U) 

A 



9. CORPORATE MANAGEMENT 

STRENGTH (A/U) 

A 



10. CORPORATE MANAGEMENT 

COMMITMENT (A/U) 

A 

! 


OVERALL SECURITY (A/U) 

A 




A = ACCEPTABLE Page 5 of _8 

U = UNACCEPTABLE Class/Code _ 04-288A 

OR NUMERICAL RATING DEPENDING UPON MATERIAL 


T0016S1S9S 
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FINANCIAL ANALYSIS WORKSHEET 

(MILLIONS OF DOLLARS; ALL DATA AS OF DECEHHR 31, 1991 UNLESS OTHERWISE INDICATED.) 


VENDOR: Ajax Adhesives 


CURRENT RATIO 


1 . 

Enter 

Current 

Assets 

2. 

Enter 

Current 

Liabilities 

3. 

Current Ratio 

(Line 1/Line 2) 



DEBT TO ASSETS RATIO 


1. Enter Total Debt 


2. Enter Total Assets 


3. Debt To Assets Ratio (Line 1/Line 2) 


PROFIT-MARGIN ON SALES 


1. Enter Net Income 

. 

2. Enter Sales 

I 

3. Profit Margin On Sales (Line 1/Line 2) 


1991 

1990 ^ 


n/a 

n/a 

n/a 

n/a 

1.63 

1.53 



n/a 

n/a 

n/a 

n/a 

.75 

.75 


RETURN ON TOTAL ASSETS: 

1. Enter Net Income 

2. Enter Total Assets 

3. Return On Total Assets (Line 1/Line 2) 

EARNINGS PER SHARE: 


CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. 
Note: Ajax only provided ratios listed. Supporting numbers were not provided. 

soomrsos 
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FINANCIAL ANALYSIS WORKSHEET 

(MILLIONS OF DOLLARS; ALL DATA AS OF DECEMMR 31, 1991 UNLESS OTHERWISE INDICATED.) 


VENDOR: Ajax Adhesives 

1989 

1988 

1987 


CURRENT RATIO 


1. Enter Current Assets 

4,208,084 

4,053,273 

3,782,515 

2. Enter Current Liabilities 

2,896,668 

3,724,144 

3,326,729 

3. Current Ratio (Line 1/Line 2) 

1.45-1 

1.09-1 

1.53 


DEBT TO ASSETS RATIO 


1 . 

Enter Total Debt 

4,900,000 

4,695,000 

3,500,000 

2. 

Enter Total Assets 

6,607,000 

6,315,000 

4,828,504 

3. 

Debt To Assets Ratio (Line 1/Line 2) 

.74 

.74 

.75 


PROFIT MARGIN ON SALES 


1. Enter Net Income 

2. Enter Sales 

3. Profit Margin On Sales (Line 1/Line 2) 


345,000 

17,100,000 

2 . 0 % 


286,914 

16,770,000 

1.7% 


525,178 

14,900,000 

3.5% 


RETURN ON TOTAL ASSETS: 



CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. Page 7 _ of 8 
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1988 - 92 BUYING HISTORY AND 1993 BUYING PLAN 



1988 

1989 

1990 

1991 

1992 (E) 

1993 (P) 

TOTAL QUANTITY 

1,318,938 

1,397,312 

1,531,004 

1,609,650 

1,458,730 

1,653,750 

SUPPLIER 

% 

% 

% 

% 

% 

% 

Ajax 

100 

100 

100 

100 

100 

78 

Unassigned 

0 

0 

0 

0 

0 

22 







































V 
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1993 DIRECT MATERIAL BUYING PLAN 
SUMMARY PAGE 


Material Code/Super Class 04-402A Description P.M. Flavor 122742 

Unit of Measure lb. Std. Cost $ 5.9586 Est. $ Purchase 1,015,941 

Est. Usage _ 170,500 _ Est. Purch. Quantity _ 170,500 _ 


Vendor Name 

Annual Purchases 

Est. 1992 Proj. 1993 

Commitment (*) 

Overall 

Rating 

Units 

% 

Units 

% 

1. Givaudan 

164,000 

100 

170,500 

100 

Annual 

A 

2. 







3. 







4. 







5. 







6. 







7. 







8. 







9. 







10. 







Total 

164,000 

100.0 

170,500 

100.0 




* 1. Contract 2. Purchase Order 3. Other _ 

EXPLANATION 

Based on forecast of 331B cigarettes. Page _1_ of _9_ 

Class/Code 04-402A/04-321A 

Approval Pat 

Prepared C. M. Comes & Date: 10/15/92 


SOOI’SSISOS 


Source: https://www.industrydocuments.ucsf.edu/docs/skxl0000 
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1993 DIRECT MATERIAL BUYING PLAN 
SUMMARY PAGE 


Material Code/Super Class 04-321A Description _ PM Flavor F-20,843 

Unit of Measure Gals. Std. Cost $ 43.6524 Est. $ Purchase 397,237 

Est. Usage _ 9,100 _ Est. Purch. Quantity _ 9,100 


Vendor Name 

Annual Purchases 

Est. 1992 Proj. 1993 

Commitment (*) 

Overall 

Rating 

Units 

% 

Units 

% 

1. Givaudan 

8,900 

100 

9,100 

100 

Annual 

A 

2. 







3. 







4. 







5. 







6 . 







7. 







8 . 







9. 







10. 







Total 

8,900 

100.0 

9,100 

100.0 




* 1. Contract 2. Purchase Order 3. Other _ 

EXPLANATION 

Based on forecast of 33 IB cigarettes Page _2_ of _9 

Class/Code 04-402A/04-321A 
Approval 

Prepared By^ C. M. Comes 


Date: ( s/vW 
Date: 10/15/92 


900f6SJS02 


Source: https://www.industrydocuments.ucsf.edu/docs/skxl0000 
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PURCHASING ISSUES: 


OBJECTIVES/S' 




IGIES/ISSUES 


To ensure quality, service and security and to pursue opportunities to reduce 
total cost of these sole sourced materials. 


PURCHASING OBJECTIVES: 




1) Meet with Givaudan*s management to discuss short and longterm goals of 
PM*s supplier assessment program. 

2) Evaluate feasibility of synergy opportunities in the Flavors area with 
KGF. 

3) Continue to work with supplier to refine inventory policies at PM and 
Givaudan to maximize supply security. 

4) Determine optimum batch size at Givaudan to coordinate with single lot 
testing by QA. 

5) Evaluate economic feasibility of shipping these materials in totes. 


PURCHASING ISSUES : 1) Givaudan plans to consolidate compound flavor production in their 

automated flavor manufacturing facility in East Hanover. Purchasing 
needs to ensure that product from the new facility is qualified and 
approved by Flavor Technology prior to ordering. 

2) Givaudan is our largest flavors and chemicals supplier. These two 

flavors 04-402A and 04-321A accounted for approximately 70% of the total 
annual expenditures with Givaudan. 
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Phi^PMorris U.S.A. 
Materials Purchasing 


1993 Direct Material Buying Plan 


Five-Year Buying Plan Projection 

Material Code/Super Class _ 04—4Q2A _ Description PM Flavor 122742 

Unit of Measure lbs Forecast Date October 22, 1992 


Supplier Name 

1993 

1994 

1995 

1996 

1997 

Units 

% 

p 

Units 

% 

P 

Units 

% 

p 

Units 

% 

P 

Units 

% 

p 

Givaudan 

170,500 

100.0 

n 

184,400 

100.0 

y 

186,500 

100.0 

y 

189,450 

100.0 

y 

191,700 

100.0 

y 












— 




















































































l 
















l 
















l 
















l 


170,500 

100.0 


184,400 

100.0 


186,500 

100.0 


189,450 

100.0 


191,700 

100.0 



ISSUES: As part of the Supplier Assessment program, Givaudan has been identified as a preferred supplier. During 1993, 

an indepth evaluation of Givaudan’s capabilities will be performed to ensure Givaudan can fulfill 
Philip Morris’ longterm business requirements. 




Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 
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Phi^^/lorris U.S.A. 
Materials Purchasing 


1993 Direct Material Buying Plan 


Five-Year Buying Plan Projection 

Material Code/Super Class _ 04-321A _ Description PM Flavor F20,843 

Unit of Measure gal _ Forecast Date October 22, 1992 


Supplier Name 

1993 

1994 

1995 

1996 

1997 

Units 

% 

p 

Units 

% 

p 

Units 

% 

p 

Units 

% 

p 

Units 

% 

p 

Givaudan 

9,100 

100.0 

n 

9,785 

100.0 

y 

9,899 

100.0 

y 

10,055 

100.0 

— 

y 

10,175 

100.0 

f= 

y 















































































































































1 


i , 

9,100 

100.0 


9,785 

100.0 


9,899 

100.0 

= 

10,055 

100.0 


10,175 

100.0 



ISSUES: As part of the Supplier Assessment program, Givaudan has been identified as a preferred supplier. 

During 1993, an indepth evaluation of Givaudan’s capabilities will be performed to ensure Givaudan 
can fulfill Philip Morris’ longterm business requirements. 


G00t6EI23S 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 
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C-182 


supplier Valuation 


SUPPLIER 

Givaudan 



USING LOCATION 

Flavor Center 



A. COST 




DELIVERED COST/UOM 04-402A 1. 

04-321A 2. 

3. 

5.78/lb 



41.44/gal 






REBATE OFFERED (YES/NO) 

No 



OVERALL COST (A/U) 

A 




B. QUALITY 




% ACCEPTANCE 

100% 



OVERALL QUALITY (A/U) 

A 




C. SERVICE (A/U) 

A 




D. SECURITY (FROM PAGE(S) ) A/U 

A 




OVERALL EVALUATION 
(NUMBER OF "A's"; 1-4) 

A 



A - ACCEPTABLE 


Page 

6 

of 

9 


U = UNACCEPTABLE Class/Code 04-402A/04-321A 

OR NUMERICAL RATING DEPENDING UPON MATERIAL . 

omsstsos 

Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 





C-183 


SECURITY, 




iUATION 


SUPPLIER Givaudan 

04-402A 

04-321A 


SECURITY 

1. RAW MATERIALS 

Cocoa Powder 

Alcohol 

Essential Oils 

Aroma Chemicals 

Proprietary 


2. PLANTS & LOCATIONS 

E. Hanover, NJ 

Clifton, NJ 



3. LABOR 

a. UNION 

b. CONTRACT EXPIRATION DATE 

c. SITUATION 

Non-union at East 

Hanover 



4. ENERGY SOURCES 

Gas/#6 



5. CAPACITY (A/U) 

A 



6. FLEXIBILITY (A/U) 

A 



7. EPA COMPLIANCE (A/U) 

A 



8. FINANCIAL RATING (A/U) 

A 



9. CORPORATE MANAGEMENT 

STRENGTH (A/U) 

A 



10. CORPORATE MANAGEMENT 

COMMITMENT (A/U) 

A 



OVERALL SECURITY (A/U) 

A 




A ACCEPTABLE Page 7 of 9 

U = UNACCEPTABLE Class/Code 04-402A/04-321A 

OR NUMERICAL RATING DEPENDING UPON MATERIAL 


ITOKSTSOS 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 













C—184 



1988 - 92 BUYING HISTORY AND 1993 BUYING PLAN 



1988 

1989 

1990 

1991 

1992 (E) 

1993 (P) 

TOTAL QUANTITY 
(04-402A) 

180,600 

184,000 

211,200 

185,600 

164,000 

170,500 

SUPPLIER 

% 

% 

% 

% 

% 

% 

Givaudan 

100 

100 

100 

100 

100 

100 























. 

















1 






«. i 








! 
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1988 - 92 BUYING HISTORY AND 1993 BUYING PLAN 



1988 

1989 

1990 

1991 

1992 (E) 

1993 (P) 

TOTAL QUANTITY 
(04-321A) 

8,900 

9,705 

11,700 

8,878 

8,900 

9,100 

SUPPLIER 

% 

% 

% 

% 

% 

% 

Givaudan 

100 

100 

100 

100 

100 

100 
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1993 Direct MaterjflLBuying Plan 


SummaryVage 




Material Code/Super Class Energy _ Description_ Coal _ 

Unit Of Measure Ton Std. Cost $45.68 Estimated $ Purchase $4,793,620 (Coal) / $3,101,868 (Freight) 

Estimated Usage 179,000 Estimated Purchase Quantity 179,000 


Supplier Name 

Annual Purchases 

Commitment (*) 

Overall 

Rating 

Est. 1992 

Projected 1 

993 

Units 

% 

Units 

% 

1. A.T. Massey 

10,492 

mm 

■Hki 

0 

HR 

■Kk 

None 


2. Ziegler Coal (Shell) 

66,000 

1 

72,000 


2 -1 Year 

3.96 

3. Westmoreland Coal 

62,000 

—i 

HI 

H 

2 -1 Year 

3.96 

4. Yancy Minerals 

26,000 

■H 

25,000 

mm 

mKUiJUd 

2 -1 Year 

3.28 

5. Unassigned 

0 

0% 

10,000 

Hi 

3-Spot 

■ 

6. 






■ 

7. 






■ 

8. 






■ 

9. 






■ 

10. 




V 


■ 

Total 

164,492 


179,000 

100% 


■ 


1. Contract 2. Purchase Order 3. Other 

Spot Purchase 

Explanation Page 1 of 9 

Class/Code: Coal 

Approval 0 Date / 2-/V9? 

Prepared By:*£) N. KeithleyDate 11/27/92 


Sm6SJ20S 


Source: https://www.industrydocuments.ucsf.edu/docs/skxl0000 






































Objectives/Strategies/Issues 


Objectives: 

* Monitor coal costs and assure price stability. Monitor quality, service, and security. 

* Maintain compliance with PM specifications 

* Continue to support minority purchases program 


Strategies; 

* Continue participation in PM coal synergies council 

* Continue coal analysis program with Standard Labs. Monitor and report results to using locations and suppliers. 

* Maintain competitive pricing through coal council bidding activities. 

* Continue to purchase coal from Yancy Minerals or another qualified minority. 

* Meet with management from Ziegler to determine their ability, management strength and committment to PM. 

* Investigate long-term contract opportunities. 

* Reevaluate current coal inventory policies 

Issues: 

* Monitor UMW Labor situation (current contract expires 1-31-93) 

* Monitor financial conditions for Yancy Minerals and Westmoreland. 


Inventory Policy: 


Inventory Levels 



Winter (Tons) 

Summer (Tons) 

Richmond 

Max. 

Min. 

Max. 

Min. 

4,536 

3,402 

3,402 

2,835 

Park 500 

16,720 

15,200 

16,720 

13,680 

Cabarrus 

3,000 

2,500 

2,500 

1,800 

Peakl 

Burn 

Richmond 

Winter (Tons) 

Summer (Tons) 

135.6 

123.4 

Park 500 

449.0 

340.0 

Cabarrus 

55.0 

45.0 


Days Duration 


Winter ( 

Days) 

Summer (Days) 

Max. 

Min. 

Max. 

Min. 

33 

25 

28 

23 

37 

34 

49 

40 

55 

45 

56 

40 
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Supplier Ev^ation 



Supplier 

Ziegler Coal (Shell) 

Westmoreland 

Yancy Minerals 

Weight' 

Using Location 

Rich. PC/Cabarrus 

Park 500 

Park 500 



A. Cost Factors 

$25.75 FOB Mine 
$44.39 Delivered Rich. * 

$25.65 FOB Mine 
$44.34 Delivered ♦ 

$25.75 FOB Mine 
$44.39 Delivered Rich. ♦ 


909*i 

1. Delivered Cost 

$39.87 Delivered Cabarrus * + 

3 

3 

2 



2. Volume Incentives 

NA 

NA 

NA 



3. Cost Savings Provided 

NA 

NA 

NA 


■H 

4. Price Leadership 

3 

3 

4 

E 

Total Cost Rating 

3 

3 

2.2 



B. Quality Factors 





309*i 

1. % Rejects 

5 

5 

5 



2. Quality Control 

3 

3 

3 



3. Processability/ 
Machineability 

4 

4 

4 

209* 

Total Quality Rating 

3.8 

3.8 

3.8 

309* 

C. Total Service Rating 

4 

4 

3 

■ 

D. Total Security Rating 
(See page 4) 

4.25 

4.25 

3.5 

1009* 

Overall Rating 

3.96 

3.96 

3.28 


* CSX Transportation, Richmond / Park 500 

* * Norfolk Southern, Cabarrus Pa 9® 3 of 9 

Class/Code: Coal 




Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 


























































Security Evguation 




Supplier 

Supplier 

Supplier 

m 


Ziegler Coal (Shell) 

Westmoreland 

Yancy Minerals 

i 

D. Security 

1. Raw Materials 

Various owned Sc brokered 

sources. Approx. 80% company 
mined, 20% contract mined. 

4 

Various owned Sc brokered 

sources. 60% company 
mined ,40% contract 

mined. 

4 

Brokered sources only 

3 

■ 

2. Capacity 

Total Co. = 26M tons/yr. 

4 

Total Co. = 19-20M tons/yr. 

4 

Total Co. Capacity = 5M tons/yr.. Actual capacity = 

2.5M tons/yr. 3 

■ 

3. Flexibility 

3 

3 

3 

N/A 

4. Supplier Inventory 

NA 

NA 

NA 

n 

5. Plants & Locations 

Wolf Creek Mine Lovely, Ky 

Cedar Crk., Ramblin Coal,Clifton 

Pike County Coal, Pike County, Ky. 

3 

Ky. Criterion Deane, Ky. 

100% company owned Sc 
operated 

3 

Road Creek Complex Sc Sidewinder Tipple 

Pike County Ky. (Branham & Baker) 

3 


6. Labor 
a. Union 

Non-Union 5 

Non-Union 5 

Non-Union 5 


b. Contract Expiration date 

Non-Union 5 

Non-Union 5 

Non-Union 5 


c. Situation 

Calm 5 

Calm 5 

Calm 5 

5% 

d. Score 

15 

15 

15 

N/A 

7. Energy 

NA 

NA 

NA 

N/A 

8. EPA Compliance 

NA 

NA 

NA 


9. Financial Strength 
> (See page(s) 6-9 ) 

3 

3 

2 


10. Corporate Management 
) Strength 

4 

4 

3 


11. Corporate Management 
b Commitment 

4 

4 

3 


bj Total Security Rating 

4.25 

4.25 

3.50 
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Philip Morris U.S.A. 

Materials Purchasing 

1993 Direct Material Buying Plan 

Five-Year Buying Plan Projection 

Material Code/Super Class_Energy Description Coal 

Unit of Measure Ton Forecast Date 11/27/92 


Supplier Name 

1993 

1994 

1995 

1996 

1997 

Units 

% 

p 

Units 

% 

P 

Units 

% 

P 

Units 

% 

P 

Units 

% 

Shell (Ziegler) 

72,000 

40% 


72,720 

40% 


72,720 

40% 


72,720 

40% 


72,720 

40% 

Westmoreland 

72,000 

40% 


72,720 

40% 


72,720 

40% 


72,720 

40% 


72,720 

40% 

Minority Supplier 

25,000 

14% 


25,000 

14% 


25,000 

14% 


25,000 

14% 


25,000 

14% 

Unassigned 

10,000 

6% 


10,000 

6% 


10,000 

6% 


10,000 

6% 


10,000 

6% 




























































































179,000 

100% 


180,440 

100% 


180,440 

100% 


180,440 

100% 


180,440 

100% 


ISSUES: 


* Continue involvement in Philip Morris Coal Synergies Council. 

* Commodity item, partnership not anticipated. 
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Total Quant 



A. T. Masse 


Shell Minin 


Westmoreland 


Yancy Minerals 


Unassigned 


Total 



19E 

18 -1992 Buying 

1 

988 

1989 

158,941 


157,866 

% 

% 

0% 

6% 

37% 

33% 

47% 

45% 

16% 

16% 


1990 


145,859 


1992(P 


144,578 


% 


15% 


34% 


31% 


20% 




164,492 

179,000 

% 

% 

6% 

0% 

40% 

40% 

38% 

40% 

16% 

14% 

0% 

6% 

100% 

100% 
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Financial Analysis Worksheet 


(Millions of Dollars; all data as of December 31,1991 unless otherwise Indicated.) 


Vendor: Westmoreland Coal Sales 


1991 


1990 


1989 


Current Ratio: 


1. Enter Current Assets 

117.9 

127.6 

126.8 

2. Enter Current Liabilities 

75.7 

66.8 

67.3 

3. Current Ratio (Line 1/Line2) 

1.56 

1.91 

1.88 


Debt To Assets Ratio: 


1. Enter Total Debt 

38.3 

47.0 

55.7 

2. Enter total Assets 

320.7 

338.0 

345.3 

3. Debt To Assets Ratio (Line 1/Line 2) 

0.12 

0.14 

0.16 


Profit Margin On Sales: 


1. Enter Net Income 

-13.4 

12.5 

11.4 

2. Enter Sales 

568.4 

551.3 

600 

3. Profit Margin On Sales (Line 1/Line 2) 

(0.02) 

0.02 

0.02 


Return On Total Assets: 


1. Enter Net Income 

-13.4 

12.5 

11.4 

2. Enter Total Assets 

320.7 

338.0 

345.3 

3. Return On Total Assets (Line 1/Line 2) 

(0.04) 

0.04 

0.03 


Earnings Per Share: 


($1.62) 


$1.51 


$1.39 


CONFIDENTIAL...Not to be removed from Philip Morris Materials Purchasing Department. 
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Financial Analysis Worksheet 


(Millions of Dollars; all data as of December 31,1991 unless otherwise Indicated.) 


Vendor: Westmoreland Coal Sales 


1988 


1987 


1986 


Current Ratio: 


1. Enter Current Assets 

132.2 

105.5 

124.7 

2. Enter Current Liabilities 

69.1 

89.4 

69.2 

3. Current Ratio (Line 1/Line2) 

1.91 

1.18 

1.80 


Debt To Assets Ratio: 


1. Enter Total Debt 

106.4 

78.4 

66.7 

2. Enter Total Assets 

386.4 

369.8 

401.8 

3. Debt To Assets Ratio (Line 1/Line 2) 

0.28 

0.21 

0.17 


Profit Margin On Sales: 


1. Enter Net Income 

1.5 

(43.0) 

13.0 

2. Enter Sales 

593.4 

616.7 

598.6 

3. Profit Margin On Sales (Line 1/Line 2) 

0.00 

(0.07) 

0.02 


Return On Total Assets: 


1. Enter Net Income 

1.5 

(43.0) 

13.0 

2. Enter Total Assets 

386.4 

369.8 

401.8 

3. Return On Total Assets (Line 1/Line 2) 

0.00 

(0.12) 

0.03 


Earnings Per Share: 


$0.18 


($ 5 . 22 ) 


$1.59 


CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. 
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Financial Analysis Worksheet 


(Millions of Dollars; all data as of December 31,1991 unless otherwise indicated.) 


Vendor: Shell Coal Marketing 


1991 


1990 


1989 


Current Ratio: 


1. Enter Current Assets 

171.0 

175.0 

162.0 

2. Enter Current Liabilities 

82.0 

84.0 

66.0 

3. Current Ratio (Line 1/Line2) 

2.09 

2.08 

2.45 


Debt To Assets Ratio: 


1. Enter Total Debt 

106.0 

105.0 

87.0 

2. Enter Total Assets 

1,378.0 

1,358.0 

1,326.0 

3. Debt To Assets Ratio (Line 1/Line 2) 

0.08 

0.08 

0.07 


Profit Margin On Sales: 


1. Enter Net Income 

44.0 

46.0 

104.0 

2. Enter Sales 

695.0 

667.0 

677.0 

3. Profit Margin On Sales (Line 1/Line 2) 

0.06 

0.07 

0.15 


Return On Total Assets: 


1. Enter Net Income 

44.0 

r_ 46.0 

104.0 

2. Enter Total Assets 

1,378.0 

1,358.0 

1,326.0 

3. Return On Total Assets (Ljne 1/Line 2) 

0.03 

0.03 

0.08 


Earnings Per Share: 


NA 


NA 


NA 


CON FIDENTIAL... Not to be removed from Philip Morris Materials Purchasing Department. 
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1993 Direct Materi 
Summary 


i^E 


Buying Plan 
ge 


Material Code/Super Class Energy _ Description #6 Fuel OH _ 

Unit Of Measure Gallon Std. Cost $0.41 Estimated $ Purchase $614,389.52 


Estimated Usage 1,078,000 Estimated Purchase Quantity _ 1,502,000 


Supplier Name 

Annual Purchases 

Commitment (*) 

Overall 

Hitting 

Est. 1992 

Projected 1993 

Units 

% 

Units 

% 

1. Amerada Hess 

600,000 

46% 

0 

0% 

3 - As Needed 

4.09 

2. Fuel Oils, Inc. 

260,417 

20% 

384,000 

26% 

2-1 Year 

4.23 

3. Koch Fuels 

413,347 

32% 

0 

0% 

3 - As Needed 

4.09 

4. Holding Bros. 

30,000 

2% 

40,000 

3% 

2-1 Year 

3.83 

5. Unassigned 



1,078,000 

72% 

3 - As Needed 


6. 







7. 







8. 







9. 







10. 







Total 

1,303,764 

100% 

1,502,000 

100% 




1. Contract 
Explanation 


2. Purchase Order 3. Other 

Soot Purchase 


Spot purchase was from Koch Fuels in May 


Pagel of 18 

Class/Code: #6 Fuel Oil , 

Approval l Date: 12(1 fa ?_ 

Prepared By: D. N. Keithley Date: 12/02/92 


fsoKsrses 


Source: https://www.industrydocuments.ucsf.edu/docs/skxl0000 




1993 Direct Materi^puying Plan 
Summary Page 


Material Code/Super Class Energy _ Description _ #2 Fuel Oil 

Unit Of Measure Gallon Std. Cost $0.662 Estimated $ Purchase_$80,810.48 


Estimated Usage 120,000 Estimated Purchase Quantity _ 122,000 


Supplier Name 

Annual Purchases 

Commitment (*) 

Overall 

Rating 

Est. 1992 


Units 

% 

Units 

% 

1. C. T. Johnson 

H 

mm 

10,000 

■1 

2-1 Year 

3.72 

2. Fuel Oils, Inc. 

HSH9 

mm 

52,000 

mm 

2-1 Year 

4.23 

3. Holding Bros. 

50,000 

37% 

60,000 

49% 

2-1 Year 

3.83 

4. 







5. 







6. 





"i 


7. 







8. 







9. 







10. 







Total 

135,000 

100% 

122,000 





1. Contract 2. Purchase Order 3. Other 

Explanation 

Page 2 of 18 
Class/Code: #2 Fuel Oil 

Approval _ Date: _ 

Prepared By: D. N. Keithley Date: 12/01/92 

smssFso?, 


Source: https://www.industrydocuments.ucsf.edu/docs/skxl0000 
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1993 Direct Materi^puying Plan 
Summary Page 


Material Code/Super Class Energy _ Description #4 Fuel Oil _ 

Unit Of Measure Gallon Std. Cost $0.553 Estimated $ Purchase $165,900.00 


Estimated Usage 300,000 Estimated Purchase Quantity 300,000 


Supplier Name 

Annual Purchases- 

Commitment (*) 

Overall 

Rating 

Est. 1992 

Projected i 

1993 

Units 

% 

Units 

% 

1. Fuel Oils, Inc. 

252,000 

100% 

300,000 

100% 

2 -1 Year 

4.23 

2. 







3. 







4. 







5. 







6. 







7. 







8. 







9. 







10. 







Total 

252,000 

100% 

300,000 

100% 




1. Contract 2. Purchase Order 3. Other 

Explanation 

Page 3 of 18 
Class/Code: #4 Fuel Oil 

Approval _ Date: 

Prepared By: D. N. Keithley Date: 12/01/92 

920If62 3 2Q3 


Source: https://www.industrydocuments.ucsf.edu/docs/skxl0000 





D-13 


Objectives/Strategies/Issues 


Objectives: 


* Reduce oil costs with no corresponding decrease in quality, service, or security. 

* Maintain compliance with PM specifications 

* Evaluate the possibility of minority participation in #6 Oil purchases 

* Continue to support minority participation 


Strategies: 


* Continue 75% gas / 25% oil burn policy at interruptible locations. 

* Monitor #6 oil and natural gas prices to determine best purchase (Interruptible locations). 

* Continue oil analysis program with Robb and Moody/CHEM-BAC Labs. 

Monitor and report results to using locations and suppliers. 

* Investigate cost saving opportunities available through transferring oil from Koch Fuel 
Oil tanks to PM/PC tank (Richmond). 

* Seek competitive quotes for barge purchases. 

* Investigate the feasibility of purchasing #6 oil Park 500 requirements from TEX-PAR Energy 
(Minority firm with tank space available at Regional Enterprises). 

* Maintain C. T. Johnson as a supplier for #2 fuel oil (Minority) 

* Purchase from local sources where possible 


Issues: 


* Monitor UMW Labor situation (current contract expires 1-31-93) 
This situation could impact oil consumption 


Page 4 of 18 

Class/Code: #2/4/6 Fuel Oil 
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Supplier Ev^ation 



Supplier 

Amerada Hess 

Fuel Oils, Inc. 

Koch Fuels 

Weight' 

Using Location 

Park 500/Rich PC/Cabarrus 

Stockton/20th 

Park 500/Rich PC 



A. Cost Factors 

4 

4 

4 


BH 

1. Delivered Cost 

10/15/92 (#6 011 = $.403) 

10/15/92 (#6 Oil = $.415) 

9/1/92 (#4 Oil = $.608) 

10/15/92 (#6 Oil = $.405) 



2. Volume Incentives 

NA 

NA 

NA 



3. Cost Savings Provided 

NA 

NA 

NA 


mm 

lSSHlLk£< 

4. Price Leadership 

3 

3 

3 

10% 

Total Cost Rating 

3.9 

3.9 

3.9 



B. Quality Factors 




H 

30% 

1. % Rejects 

5 

5 

5 


50% 

2. Quality Control 

4 

4 

4 


20% 

3. Processability/ 
Machineability 

4 

4 

4 

20% 

Total Quality Rating 

4.3 

4.3 

4.3 

30% 

C. Total Service Rating 

3 

4 

3 

40% 

D. Total Security Rating 
(See page 6) 

4.85 

4.45 

4.85 

100% 

Overall Rating 

4.09 

4.23 

. 

4.09 
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Security Ev^Qation 




D. Security 
1. Raw Materials 



2. Capacity 


3. Flexibility 


4. Supplier Inventory 


5% 5. Plants & Locations 


6. Labor 

a. Union 

b. Contract Expiration date 

c. Situation 
5% d. Score 


N/A 7. Energy _ 

N/A 8. EPA Compliance 


9. Financial Strength 
10%| (See page(s) 15-18) 

10. Corporate Management 
Strength 


11. Corporate Management 

10% Commitment _ 

100% Total Security Rating_ 



Amerada Hess 

Fuel Oils, Inc. 

Koch Fuels 

Produccr/Rcflner/Marfceter 

Wholesale Sc Retail 

5 

Purchases refined product 
from major producers 
(i.e. Exxon/Koch) 

4 

Produccr/Rcflner/Markcter 

Wholesale Sc Retail 

5 

160,000 bbls./day (St. Croix) 

5 

Unlimitted through-put agreement 

4 

300,000 bbls./day 

5 



800,000 bbls. Chesapeake, Va. 
231,000 bbls. Wilmington, N. C. 

4 


Numerous terminals on East 
Coast 


Supply guaranteed by 
Koch 


Koch Fuels Richmond, Va. 

4 


In excess of 4 million bbls. on East Coast 
300,000 bbls. in Va. (Newport News / 
Richmond) 4 


Numerous terminals on East Coast 

4 



_ 2 _ 

4.85 _ 
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Supplier Ev^ation 



Supplier 

Holding Bros. 

C. T. Johnson 

Weight 

Using Location 

Cabarrus 

Stemrnery/Stockton/JRC/OC/ 

Jeff Davis/PC/Maury St. 



A. Cost Factors 

4 

3 



90% 

1. Delivered Cost 

#6 oil = $0.42 Ht 2 oil = $.67 

#2 oil = $.90 




2. Volume Incentives 

NA 

NA 



3. Cost Savings Provided 

NA 

NA 

■ 

■H 

4. Price Leadership 

3 

3 

m 

Total Cost Rating 

3.9 

3.0 



B. Quality Factors 





30% 

1. % Rejects 

5 

5 




2. Quality Control 

3 

3 



3. Processability/ 
Machineability 

4 

4 

20Vt 

Total Quality Rating 

3.8 

3.8 


C. Total Service Rating 

4 

4 


D. Total Security Rating 
(See page 8) 

3.70 

3.65 


Overall Rating 

3.83 

3.72 
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Security EvgQ^tion 


■H 


Supplier 

Supplier 

Weight 


Holding Bros. 

C.T. Johnson (#2 Fuel Oil) 

■ 

D. Security 

1. Raw Materials 

Retail Marketer / Purchases 

product from Hess 

Retail Marketer /Purchases product from 

Little on 

20% 


3 

3 

20% 

2. Capacity 

3 

3 

■n 

■Uik 

3. Flexibility 

3 

3 

■ 

4. Supplier Inventory 

Hess: 

231,000 bbls. Wilmington, N. C. 

3 

Little Oil = 5,000,000 Gal. 

C. T. Johnson = 7,500 Gal. 

3 


5. Plants & Locations 

Hess Charlotte, N. C. 

Concord N. C. 

4 

Johnson - Richmond, Va. 

Little Oil - Richmond, Va, 

3 

■ 

6. Labor 
a. Union 

Non-Union 5 

Non-Union 5 


b. Contract Expiration date 

Non-Union 5 

Non-Union 5 


c. Situation 

Calm 5 

Calm 5 

5% 

d. Score 

15 

15 

N/A 

7. Energy 

NA 

NA 

N/A 

8. EPA Compliance 

NA 

NA 

10% 

9. Financial Strength 
(See page(s) 15-18) 

3 

3 

5% 

10. Corporate Management 
Strength 

4 

2 

10% 

11. Corporate Management 
) Commitment 

3 

4 

100% 

i Total Security Rating 

3.70 

3.65 
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Philip Morris U.S.A. 

Materials Purchasing 

1993 Direct Material Buying Plan 

Five-Year Buying Plan Projection 

Material Code/Super Class _ Energ y Description #6 Fuel Oil 

Unit of Measure _Gallon Forecast Date 11/27/92 


Supplier Name 

1993 

1994 

1995 

1996 

1997 

Units 

% 

P 

Units 

% 

P 

Units 

% 

P 

Units 

% 

P 

Units 

% 

Amerada Hess 

0 



0 

hes 


0 

IH2Z2 


0 

Hr? 


0 

HEE 

Fuel Oils, Inc. 

384,000 

26% 


384,000 

25% 


384,000 

34% 


384,000 

25% 


384,000 

i 

Koch 

0 

HESS 


0 



0 

IKIS 


0 



0 

HE 

Holding Bros. 

40,000 

■Kfl 


45,000 

3% 


45,000 

M2 


45,000 



45,000 

HE 

Unassigned 

1,078,000 



1,116,000 



696,000 

62% 


1,116,000 

HP!!? 


696,000 

EJ 













































































1,502,000 

KK!»55! 

| 

1,545,000 


1 

1,125,000 

IB 

1 

1,545,000 

IB 

I 

1,125,000 

IB 


ISSUES: 


* Investigate the feasibility of purchasing Park 500 requirements from TEX-PAR Energy. 

* TEX-PAR Energy is in the process of leasing tanks at Regional Enterprises. 

* Volumes based on 75% natural gas/25% fuel oil 

* Commodity item, partnership not anticipated. 
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Philip Morris U.S.A. 
Materials Purchasing 


1993 Direct Material Buying Plan 

Five-Year Buying Plan Projection 

Material Code/Super Class _ Energy _ Description_ #2 Fuel Oil 

Unit of Measure Gallon Forecast Date 11/27/92 


Supplier Name 

1993 

1994 

1995 

1996 

1997 

Units 

% 

P 

Units 

% 

p 

Units 

% 

IP 

Units 

% 

p 

Units 

% 

C. T. Johnson 

10,000 

8% 


10,000 

8% 


10,000 

4% 


10,000 

2% 


10,000 

2% 

Fuel Oils, Inc. 

52,000 

43% 


60,000 

46% 


60,600 

26% 


61,206 

15% 


61,818 

15% 

Holding Bros. 

60,000 

49% 


60,000 

46% 


163,000 

70% 


350,000 

83% 


350,000 

83% 
































































































-1 











122,000 

100% 


130,000 

100% 


233,600 

100% 


421,206 

100% 


421,818 

100% 


ISSUES: 


* Commodity item, partnership not anticipated. 

* 1995 volume based on installation of incinerators in Cabarrus. 
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Philip Morris U.S.A. 
Materials Purchasing 


1993 Direct Material Buying Plan 

Five-Year Buying Plan Projection 


Material Code/Super Class _ Energ y Description #4 Fuel Oil 

Unit of Measure _Gallon Forecast Date 11/27/92 


Supplier Name 

1993 

1994 

1995 

1996 

1997 

Units 

% 

P 

Units 

% 

p 

Units 

% 

p 

Units 

% 

p 

Units 

% 

Fuel Oils, Inc. 

300,000 

100% 


300,000 

100% 


300,000 

100% 


300,000 

100% 


300,000 

100% 









































































































































300,000 

100%J 

_ 

300,000 

100% 

~ 

300,000 

100% 


300,000 

100% 


300,000 

100% 


ISSUES: 


* Volumes based on 75% natural gas/25% fuel oil 

* Commodity item, partnership not anticipated. 
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988 - 1992 Buying Histor^pid 1993 Buying Plan 


Total Quanti 
S 

Amerada Hess 
Fuel Oils, Inc. 

Koch _ 

Unassigned 
Holding Bros. 


1,474,652 

2,226,529 

1,079,881 

1,932,635 

1,303,764 

% 

56 

56 

56 

% 

56% 

78% 

6356 

74% 

46% 

4456 

22% 

3356 

24% 

20% 

0% 

0% 

0% 

0% 

32% 

0% 

0% 

056 

0% 

0% 

NA 

NA 

4% 

1% 

2% 


1,502,000 



Comment: 1988/1989 data for Holding Bros, is not available. 


seotssrsos 
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1988 - 1992 Buying Historvuand 1993 Buying Plan 



Total Quan 
S 

Amerada Hess 
C. T. Johnson 
Fuel Oils 
Holding Bros. 


1988 

1989 

1990 

1991 

263,885 

358,235 

238,765 

172,476 

% 

% 

% 

% 

17% 

10% 

6% 

0% 

9% 

8% 

10% 

5% 

26% 

24% 

18% 

63% 

48% 

58% 

66% 

32% 



% 


0% 


4% 


59% 


37% 


1993(P 


122,000 


% 


0% 


8 % 


43% 


49% 
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Total Quan 
S 

Amerada Hess 
Fuel Oils, Inc. 


1988 - 1992 Buying Histor^id 1993 Buying Plan 


1988 

1989 

1990 

1991 

946,751 

903,957 

562,040 

589,611 

% 

% 

% 

% 

100% 

96% 

57% 

0% 

0% 

4% 

43% 

100% 



252,000 


% 


0% 


100% 


1993 (P 


300,000 


% 


0 % 


100% 
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Financial Analysis Worksheet 

(Millions of Dollars; all data as of December 31,1991 unless otherwise indicated.) 


Vendor: Amerada Hess 


1991 


1990 


1989 


Current Ratio: 


1. Enter Current Assets 

2,476.1 

3,279.8 

1,951.0 

2. Enter Current Liabilities 

1,850.7 

2,676.6 

1,457.8 

3. Current Ratio (Line 1/Line2) 

1.34 

1.23 

1.34 


Debt To Assets Ratio: 


1. Enter Total Debt 

3,022.6 

2,531.9 

2,348.4 

2. Enter Total Assets 

8,841.4 

9,056.6 

6,867.4 

3. Debt To Assets Ratio (Line 1/Line 2) 

0.34 

0.28 

0.34 


Profit Margin On Sales: 


1. Enter Net Income 

84.3 

482.7 

476.3 

2. Enter Sales 

6,416.3 

7,081.0 

7,081.0 

3. Profit Margin On Sales (Line 1/Line 2) 

0.01 

0.07 

0.07 


Return On Total Assets: 


1. Enter Net Income 

84.3 

482.7 

476.3 

2. Enter Total Assets 

8,841.4 

9,056.6 

6,867.4 

3. Return On Total Assets (Line 1/Line 2) 

0.01 

0.05 

0.07 


Earnings Per Share: 


$1.04 


$5.96 


$5.87 


CONFIDENTIAI—Not to be removed from Philip Morris Materials Purchasing Department. 
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Financial Analysis Worksheet 

(Millions of Dollars; all data as of December 31,1991 unless otherwise Indicated.) 


Vendor: Amerada Hess 


1988 


1987 


1986 


Current Ratio: 


1. Enter Current Assets 

1,570.2 

1,635.5 


2. Enter Current Liabilities 

1,285.1 

1,473.7 


3. Current Ratio (Line 1/Une2) 

1.22 

1.11 



Debt To Assets Ratio: 


1. Enter Total Debt 

1,313.9 

1,064.2 


2. Enter Total Assets 

5,371.9 

5,304.8 


3. Debt To Assets Ratio (Line 1/Line 2) 

0.24 

0.20 



Profit Margin On Sales: 


1. Enter Net Income 

124.2 

229.8 


2. Enter Sales 

4,263.5 

4,784.5 


3. Profit Margin On Sales (Line 1/Line 2) 

0.03 

0.05 



Return On Total Assets: 


1. Enter Net Income 

124.2 

229.8 


2. Enter Total Assets 

5,371.9 

5,304.8 


3. Return On Total Assets (Line 1/Line 2) 

0.02 

0.04 



Earnings Per Share: 


$1.51 


$2.73 


CONFIDENTIAL...Not to be removed from Philip Morris Materials Purchasing Department. 
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Financial Analysis Worksheet 

(Millions of Dollars; aH data as of December 31,1991 unless otherwise indicated.) 


Vendor: Petroleum Marketers (Fuel Oils) 


1991 (6-30-92) 


1990(6-30-89) 


1989 (6-30-88) 


Current Ratio: 


1. Enter Current Assets 

7.6 

7.3 

6.8 

2. Enter Current Liabilities 

6.3 

6.9 

8.8 

3. Current Ratio (Line 1/Line2) 

1.21 

1.06 

0.77 


Debt To Assets Ratio: 


1. Enter Total Debt 

16.7 

17.1 

15.7 

2. Enter Total Assets 

22.4 

22.5 

21.2 

3. Debt To Assets Ratio (Line 1/Line 2) 

0.75 

0.76 

0.74 


Profit Margin On Sales: 


1. Enter Net Income 

0.28 

0.033 

0.475 

2. Enter Sales 

137.1 

149.3 

126.8 

3. Profit Margin On Sales (Line 1/Line 2) 

0.002 

0.000 

0.004 


Return On Total Assets: 


1. Enter Net Income 

0.280 

0.033 

0.475 

2. Enter Total Assets 

22.40 

22.50 

21.2 

3. Return On Total Assets (Line 1/Line 2) 

0.013 

0.001 

0.02 


Earnings Per Share: 


$ 1.01 


$0.12 


$ 1.68 


CONFIDENTIAL...Not to be removed from Philip Morris Materials Purchasing Department. 
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Financial Analysis Worksheet 

(Millions of Dollars; all data as of December 31,1991 unless otherwise indicated.) 


I 


Vendor: Petroleum Marketers (Fuel Oils) 


1988(6-30-87) 


1987(6-30-86) 


1986(6-30-85) 


Current Ratio: 


1. Enter Current Assets 

7.0 

6.9 

7.4 

2. Enter Current Liabilities 

6.0 

5.5 

5.8 

3. Current Ratio (Line 1/Line2) 

1.17 

1.25 

1.28 


Debt To Assets Ratio: 


1. Enter Total Debt 

13.1 

12.2 

13.6 

2. Enter Total Assets 

19.1 

17.9 

17.1 

3. Debt To Assets Ratio (Line 1/Line 2) 

0.69 

0.68 

0.80 


Profit Margin On Sales: 


1. Enter Net Income 

0.275 

0.874 

0.420 

2. Enter Sales 

112.2 

95.0 

86.5 

3. Profit Margin On Sales (Line 1/Line 2) 

0.002 

0.009 

0.005 


Return On Total Assets: 


1. Enter Net Income 

0.275 

0.874 

0.420 

2. Enter Total Assets 

19.1 

17.9 

17.1 

3. Return On Total Assets (Line 1/Line 2) 

0.01 

0.05 

0.02 


Earnings Per Share: 


$0.97 


$7.59 


$1.31 


CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. 
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• 


1993 Direct MateriH3uying Plan 

Summary Page 

• 

Material Code/Super Class 

Energy 

Description Natural Gas 


Unit Of Measure 

Mcf 

Std. Cost $4.62 Estimated $ Purchase $4,526,373 


Estimated Usage 

1,310,056 

Estimated Purchase Quantity 

1,310,056 


Supplier Name 

Annual Purchases 

Commitment (*) 

Overall 

Rating 

Est. 1992 

Projected 1 

993 

Units 

% 

Units 

% 

1. City of Richmond 

752,500 

59% 

795,656 

■P 

3-3 Year 

4.09 

2. Public Service of N.C. 

28,000 

HI 

28,000 

— 

Kk 

Evergreen 

3.98 

3. Louisville Gas & Electric 

486,313 

HI 

■hU 

486,400 

mm 

mmlhm 

Evergreen 

3.98 

4. 







5. 







6. 







7. 







8. 







9. 







10. 







Total 

1,266,813 

100% 

1,310,056 





1. Contract 2. Purchase Order 3. Other 3 year purchasing agreement 


Explanation 


ZfOfBZlQOZ 


Pagel of 11 

Class/Code: Natural Gas 
Approval 7 

Prepared BynX N. Keithley Q 


Date: 

Date: 


11 / 27/92 


Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 
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Objectives/Strategies/Issues 


Objectives: 


* Reduce natural gas costs with no corresponding decrease in quality, service, or security. 


Strategies: 

* Reevaluate current three year contract with City of Richmond for possible areas of improvement. 

* Investigate the following contract areas for possible improvement: 

A. Gas vs. #4 oil at the Stemmery 

B. Reduction in the non gas charge for firm gas 

C. Attempt to reduce city margin and minimum volume requirements to achieve discounts 
(Interruptible accounts). 

* Evaluate the feasibility of direct gas purchases for Richmond through PM natural gas synergies council 

* Continue to monitor current PM/City of Richmond gas contract. 

* Monitor Gas vs. oil costs at interruptible locations to achieve best possible savings. 

* Continue 75% gas / 25% oil burn policy at interruptible locations. 

Issues: 

* Current PM/City of Richmond gas contract expires 6-30-93. 


P*gc2of 11 
CUm/Codc: Natural Cks 
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Philip Morris U.S.A. 
Materials Purchasing 


1993 Direct Material Buying Plan 

Five-Year Buying Plan Projection 

Material Code/Super Class _Energy Description Natural Gas 

Unit of Measure Mcf Forecast Date 11/27/92 


Supplier Name 

1993 

1994 

1995 

1996 

1997 

Units 

% 

P 

Units 

% 

p 

Units 

% 

P 

Units i 

% 

p 

Units 

% 

City of Richmond 

795,656 

61% 


795,656 

53% 


795,656 

47% 


795.656 

47% 


795,656 

47% 

Public Service of N.C. 

28,000 

2% 


212,000 

14% 


395,000 

24% 


395,000 

24% 


395,000 

24% 

Louisville Gas & Elec. 

486,400 

37% 


486,400 

33% 


486,400 

29% 


486,400 

29% 


486,400 

29% 











































































































1,310,056 

100% 

_ 

1,494,056 

100% 


1,677,056 

100% 


1,677,056 

100% 


1,677,056 

100% 


ISSUES: 

* Based on successful negotiations with the city of Richmond for a new three year contract 

* 1994 -1997 volumes based on completion of Cabarrus expansion 

* Additional gas fired boiler for Cabarrus operational mid 1995 

* Incinerator requirements for Cabarrus are undetermined 

* Based on 75% natural gas, 25% fuel oil 
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Protected Consumption 
Firm Accounts 


Location 
BL Plant 
MC/ET 

Interruptible Accounts 
Location 
20th Street 
Stockton Street 
Stemmery 
MC 


Anticipated Natural Gas 
1993- Rich! 


» mption / Costs 
1 


Total BTU Requirements 


Natural Gas Requirements 


435,822 


426,822 


37,572 

473,394 


36,834 

463,656 


Total BTU Requirements 

( 000 , 000 ) 


Natural Gas Requirements 
(Gas @ 75% / Oil €> 25%) 


79,000 

58,000 

152,000 

112,000 

155,000 

114,000 

48,960 

48,000 

386,000 

332,000 


Protected Cost 


Firm Accounts 


Gas Cost * 

$3.42 


Demand * 

$0,388 


Non Gas Cost» 

$0,816 


Cost Per Mcf« 

$4.62 


Total Cost For 1993 

Firm Volume ■ 

$2,143,853 

Interruptible Accounts 

Gas Cost« 

$2.10 


Maximum Margin « 

$1.50 


Cost Per Mcf« 

$3.60 


Total Cost For 1993 Interruptible Volume « 

$1,195,200 
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Supplier Ev^ation 



Supplier 

City of Richmond 

Public Service of N. C. 

Louisville Gas & Electric 

Weight 

Using Location 

Richmond Facilities 

Cabarrus 

Louisville 

© 

__-r-__._ 

80% 

A. Cost Factors 

1. Delivered Cost 

3 

Interruptible — $2.65/Mcf (July 1992) 

Firm = $4.52/Mcf (July 1992) 

3 

Firm = $3.89 /Mcf (July 1992) 

3 

Interruptible * $2.73/Mcf (July 1992) 

Firm = $3.31/Mcf (July 1992) 


2. Volume Incentives 

NA 

NA 

NA 

■ 

3. Cost Savings Provided 

4 

3 

3 

■H 

4. Price Leadership 

Interruptible v*. #6 Oil 

3 

3 

3 

Total Cost Rating 

3.1 

3 

3 

2094 

0% 

B. Quality Factors 

1. % Rejects 

NA 

NA 

NA 

0% 

2. Quality Control 

NA 

NA 

NA 

100% 

3. Processability/ 
Machineability 

4 

4 

4 

Total Quality Rating 

4 

4 

4 

30% 

C. Total Service Rating 

4 

4 

4 

40% 

D. Total Security Rating 
(See page 6) 

4.45 

4.20 

4.20 

10091 

Overall Rating 

4.09 

3.98 

3.98 
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Security Ev^ation 


Weight 


Supplier 

Supplier 

Supplier 

City of Richmond 

Public Service of N. C. 

Louisville Gas & Electric 

30% 

D. Security 

1. Raw Materials 

City hat long-term contracts with major 
producer! (i.e. Natural Gat Clearing 

House\Coastal) 

4 

Short term contracti, long term 
contract!, Spot purchases 

4 

Short term contract!, long term contracts, 

Spot purchase* 

4 

20% 

2. Capacity 

156,500 Mcf maximum peak day winter 

4 

352,941 Mcf maximum peak day 
Winter 4 

545,000 Mcf maximum peak day winter 

4 

10% 

3. Flexibility 

4 

4 

4 

10% 

4. Supplier Inventory 

Propane 300,00 Gallon 

1 BcfLNO (Raleigh N.C.) 

12 million Mcf (Louisville) 

NA 

5. Plants & Locations 

3 

3 

3 

5% 

6. Labor 

a. Union 

b. Contract Expiration date 

c. Situation 

d. Score 

Non-Union 5 

1 

Non-Union 5 

Calm 5 

Int'l. Chemical Worker* 3 

12-12-93 3 

Calm 4 

Mi. Brotherhood of Electrical Worke 3 

11-01-94 3 

Calm 4 

15 

10 

10 

N/A 

7. Energy 

NA 

NA 

NA 

N/A 

8. EPA Compliance 

NA 

NA 

NA 

10% 

9. Financial Strength 
(See page(s) 8-11) 

4 

4 

4 

5% 

10. Corporate Management 
Strength 

4 

\ 

4 

4 

10% 

11. Corporate Management 
Commitment 

4 

4 

4 

100% 

Overall Security Rating 

4.45 

4.20 

4.20 
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Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 
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1988 - 1992 Buying Histon^nd 1993 Buying Plan 



1988 

1989 

1990 

1991 

1992(P) 


Total Quantity 

562,321 

927,817 

1,074,788 

1,215,157 

1,266,813 

1,310,056 

Supplier 

% 

% 

% 

% 

% 

% 

City of Richmond 

96% 

56% 

64% 

60% 

59% 

61% 

Public Service 

of N.C. 

4% 

2% 

2% 

2% 

3% 

2% 

Louisville Gas 

And Electric 

NA 

42% 

34% 

38% 

38% 

37% 








Total 

100% 

100% 

100% 

100% 

100% 

100% 


























































Comment: 1988 Louisville data is not available 




Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 
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Financial Analysis Worksheet 


(Millions of Dollars; all data as of December 31,1991 unless otherwise indi 

cated.) 

Vendor: City of Richmond 

Department of Public Utilities 

1991 

1990 

1989 


Current Ratio: 


1. Enter Current Assets 

86.7 

50.6 

40.3 

2. Enter Current Liabilities 

35.7 

26.3 

23.7 

3. Current Ratio (Line 1/Line2) 

2.43 

1.92 

1.70 


Debt To Assets Ratio: 


1. Enter Total Debt 

302.2 

192.3 

199.5 

2. Enter Total Assets 

585.5 

445.6 

417.7 

3. Debt To Assets Ratio (Line 1/Line 2) 

0.52 

0.43 

0.48 


Profit Margin On Sales: 


1. Enter Net Income 

18.0 

12.8 

11.0 

2. Enter Sales 

150.1 

144.1 

143.7 

3. Profit Margin On Sales (Line 1/Line 2) 

0.120 

0.089 

0.077 


Return On Total Assets: 


1. Enter Net Income 

18.000 

12.800 

11.000 

2. Enter Total Assets 

585.5 

445.6 

417.7 

3. Return On Total Assets (Line 1/Line 2) 

0.03 

0.03 

0.03 


Earnings Per Share: 


NA 


NA 


NA 


CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. 
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Source: https://www.industrydocuments.ucsf.edu/docs/skxlOOOO 
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Financial Analysis Worksheet 

(Millions of Dollars; all data as of December 31,1991 unless otherwise Indicated.) 


Vendor: City of Richmond 

Department of Public Utilities 

1988 

1987 

1986 

Current Ratio: 

1. Enter Current Assets 

31.0 

26.2 

36.3 

2. Enter Current Liabilities 

23.4 

17.8 

16.3 

3. Current Ratio (Line 1/Line2) 

1.32 

1.47 

2.23 


Debt To Assets Ratio: 


1. Enter Total Debt 

203.0 

126.1 

127.8 

2. Enter Total Assets 

406.0 

291.5 

286.6 

3. Debt To Assets Ratio (Line 1/Line 2) 

0.50 

0.43 

0.45 


Profit Margin On Sales: 


1. Enter Net Income 

8.6 

6.0 

6.6 

2. Enter Sales 

125.6 

124.1 

129.7 

3. Profit Margin On Sales (Line 1/Line 2) 

0.068 

0.048 

0.051 


Return On Total Assets: 


1. Enter Net Income 

8.6 

6.0 

6.6 

2. Enter Total Assets 

406.0 

291.5 

286.6 

3. Return On Total Assets (Line 1/Line 2) 

0.02 1 

0.02 

0.02 


Earnings Per Share: 


NA 


NA 


NA 


CONFIDENTIAL...Not to be removed from Philip Morris Materials Purchasing Department. 
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Financial Analysis Worksheet 

(Millions of Dollars; all data as of December 31,1991 unless otherwise indicated.) 


Vendor: Public Service of North Carolina 

1991 

1990 

1989 

Current Ratio: 

1. Enter Current Assets 

44.0 

37.5 


2. Enter Current Liabilities 

94.7 

62.3 


3. Current Ratio (Line 1/Line2) 

0.46 

0.60~] 



Debt To Assets Ratio: 


1. Enter Total Debt 

210.2 

211.1 


2. Enter Total Assets 

352.1 

317.8 


3. Debt To Assets Ratio (Line 1/Line 2) 

0.60 

0.66 



Profit Margin On Sales: 


1. Enter Net Income 

10.6 

12.3 


2. Enter Sales 

193.2 

201.9 


3. Profit Margin On Sales (Line 1/Line 2) 

0.055 

0.061 



Return On Total Assets: 


1. Enter Net Income 

10.6 

12.3 


2. Enter Total Assets 

352.1 

317.8 


3. Return On Total Assets (Line 1/Line 2) 

0.03 

0.04 



Earnings Per Share: 


$1.05 


$1.26 


CONFIDENTIAL..Not to be removed from Philip Morris Materials Purchasing Department. 
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Financial Analysis Worksheet 


(Millions of Dollars; all data as of December 31,1991 unless otherwise Indicated.) 


Vendor: Louisville Gas & Electric 


1991 


1990 


1989 


Current Ratio: 


1. Enter Current Assets 

261.8 

188.2 


2. Enter Current Liabilities 

169.7 

151.0 


3. Current Ratio (Line 1/Line2) 

0.31 

0.22 



Debt To Assets Ratio: 


1. Enter Total Debt 

856.2 

838.4 


2. Enter Total Assets 

2,054.1 

2,001.3 


3. Debt To Assets Ratio (Line 1/Line 2) 

0.42 

0.42 



Profit Margin On Sales: 


1. Enter Net Income 

82.9 

91.4 


2. Enter Sales 

714.9 

698.9 


3. Profit Margin On Sales (Line 1/Line 2) 

0.116 

0.131 



Return On Total Assets: 


1. Enter Net Income 

82.9 

91.4 


2. Enter Total Assets 

2,054.1 

2,001.3 


3. Return On Total Assets (Line 1/Line 2) 

0.04 

0.05 



Earnings Per Share: 


$2.86 


$3.45 


CONFIDENTIAL...Not to be removed from Philip Morris Materials Purchasing Department. 
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